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Marhetabilily Kegulas Dividends 





£4,500,000 £,1,500,000 
received by holders promptly paid 
wishing to realise{units on due dividend dates 


MUNICIPAL AND GENERAL 
The Koneer Group of Unit Drusts 


IN GREAT BRITAIN 


seven 


* 


Municipal and General have been ‘the pioneers of every important 
development in unit trusts in this country. 





1931: They launched the first™unit trust. 
1934: They launched the first flexible unit trust. 

19034: They introduced the “cash” method of operation. 
1938": They launched the first “cash” fixed unit trust. 


~~ —_ ao ee Coe Dee, 


Allfopen “M & G” trusts are operated on the “cash” principle by 
which all money subscribed for new units, with the sole exception of the 
preliminary charge, must be used to buy investments for the trust. This 
puts the managers in the unequivocal position of being agents for the unit 
holders in the purchase of underlying securities and in the creation of units. 


THE NEW BRITISH FIXED TRUST 


THE LIMITED INVESTMENT FUND 





THE MIDLAND & SOUTHERN INVESTMENT FUND 
THE SCOTTISH & NORTH COUNTRY INVESTMENT FUND 
THE FOREIGN GOVERNMENT BOND TRUST 


FIRST, SECOND, THIRD AND FOURTH BRITISH FIXED TRUSTS 
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CUSTODIAN TRUSTEE: LLOYDS BANK LIMITED 


EST. 1906 
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The Movement’s Progress 


THE present review of the unit trust movement is the fifth 
in an annual series published by The Economist. Since 
April, 1935, when the first Survey appeared, investments 
in unit trusts have increased more than fourfold, from 
{20} millions to £83.8 millions. It might be thought that 
unfavourable market conditions during the past twelve 
months would have discouraged unit trust activity. But, 
even if sales have been disappointing for the movement as 
a whole, enterprise has not been quenched. As many as 
mineteen new trusts have been formed during the past 
twelve months, and only two more trusts are needed to 
bring the total number of British trusts in existence up to 
treble figures. Advance is still the slogan of the movement, 
ever: though it brings but scant reward at the moment. 
For the discussions which follow in this Survey we have 
again selected leading questions of topical interest. The 
review of the appropriation—cash fund controversy in part 
recapitulates a similar discussion which appeared in the 
Survey of April 17, 1937, for The Economist was among 
the first publicly to draw attention to the important differ- 
ences between these two methods of unit trust operation. 
In view of the unequivocal claims which have been made 
for both methods, we have attempted to present the two 
cases as objectively as possible, and to sift the importance 
¢ bah advantages of, and objections raised against, each 


Writing twelve months ago, we interpreted the Govern- 
ments attitude towards unit trusts to mean that the ques- 
tion of special legislation to govern unit trusts would not 
arise, if at all, for a considerable period. To-day that con- 
trol is already in being. The story of the inclusion of unit 
rusts within the ambit of the Sharepushing Bill may 
Y € a classic example of legislative second thoughts. 
= the survey of the enacted form of control—the third 

ch had been contemplated during the course of the Bill 
—which appears on a later page, suggests that the unit 
trust movement has won statutory recognition without 
ving to pay the more exacting price which the Anderson 
a Ittee’s stern, though perhaps not unfair, recom- 

endations would have involved. 
hae the movement’s credit, it has already introduced 
aie of the improvements which the Anderson Report 
aoa Stricter control over yields will in future be 
aman ne the Board of Trade, but to-day examples of 
al yield inflation (to which detailed consideration 


was given in last year’s Survey) are rare. Trustees and 
accountants are evidently playing an important part behind 
the scenes in this matter. In the past, paradoxical instances 
have occurred in which the price of a unit has fallen 
together with the published yield, without any radical 
change in the earning capacity of the trust. Such examples, 
fortunately in a small minority among unit trusts, have 
suggested the conscious or unconscious exploitation of yield 
inflation as a selling artifice. If a common basis for yield 
calculations emerges from the Board of Trade regulations 
it will be highly welcome to investment advisers, and 
equally salutary for the unit trust movement. 

Pressure to obtain sales in a difficult year has been 
marked by a number of offers of units at a discount on the 
published price. One of the features properly stressed by 
unit trusts is the maintenance of firm dealing prices. To 
offer units at a discount suggests the existence either of 
excessive management charges or of adventitious profits 
which can be passed on to subscribers when it happens to 
suit the manager’s book. The nature of these offers has 
differed. Some have been made, as of right, to existing 
holders; others, less happily, have been made through 
third parties. Re-sales of units from revolving funds may 
assist the managers to make a special reduction in quoted 
prices—they may, in short, share the turn from marrying 
re-purchases with re-sales with the investor. Or, in view 
of their expectation of regular half-yearly charges from 
new units, they may be prepared, in effect, to hand back 
part of the preliminary charge and price adjustments, in 
order to secure future income. But, in principle, objections 
apply to any special variation in quoted unit prices, and the 
extension of discount offers to the movement as a whole 
would be highly unfortunate. 

To-day it is becoming increasingly clear that a unit 
trust is merely a convenient method of diversified invest- 
ment for the smaller type of investor. It is not a new invest- 
ment discovery by which a return out of relation with 
normal investment yields can be obtained; nor, as the past 
year’s experience shows, does it hold out any attraction of 
guaranteed capital profits to unit holders. Capital profits 
may arise, and doubtless they are always welcome. But 
investors now have experience of the unit trust movement 
and its methods over a complete market cycle. And not the 
least important lesson which emerges is the impermanence 
of unduly high yields and the transience of capital profits. 
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THE year 1938 was a testing time for the unit trust move- 
ment, for equity shares, having fallen substantially more 
than 20 per cent. in 1937, lost a further 16 per cent., 
measured by The Financial News ordinary share index. 
But the atrophy which affected the markets last year was 
not, at least after the first few months, primarily economic 
in its causation. At the date of our last computation of unit 
trust sales, March 31, 1938, the market effect of the 
invasion of Austria earlier that month had scarcely had 
chance to develop. The unit trust movement, like other 
investment media, has experienced the full consequences 
of acute political tension in the twelve months that have 
since 

Past experience, however, has shown that unit trust sales 
thrive with active investment markets. It is scarcely 
surprising, therefore, that last year’s sales figures, despite 
the activity in forming new trusts, should show the effect 
of adverse conditions. Before discussing the figures in 
detail, however, it is desirable briefly to record the basis 
on which they are computed. As in previous years, the 
managers of unit trusts have kindly supplied us with figures 
showing the total cash value of sales, for combination into 
a total figure for the whole movement. Following the 
innovation in last year’s survey, similar particulars have 
been furnished for re-purchases, by the managers, of units 
tendered for sale by holders. The difference between the 
two sets of figures gives the net cash invested in the 
unit trust movement, while the relation of re-purchases to 
sales provides a measure of the extent to which the move- 
ment has been called upon to meet selling by the public. 
In the case of one group, we have again been compelled to 


to £1,600,000 against the revised fi f 
£2,620,000 for 1937-38. Thus net cash sales for dhe Sate 

























Previous surveys of the Unit Trust Movement 
were published by The Economist on April 6, 
1935; March 7, 1936; April 17, 1937; and 
May 28, 1938. Copies of the 1938 Survey 
are stillfobtainable, but earlier issues are out 
of print. Regular features in each supplement 
includean estimate of sales, areview of unit trust 
development,"and (except in last year’s issue) 
particulars of management company control. 
In addition, major questions each year, such 
as the Board of Trade Committee’s Report, 
management costs, flexible trust operation, 
and analyses of unit holders, have been dis- 
cussed in the various issues. 
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the end of 1934. Details are shown in the follow; 
table: — 
Untr Trusts’ SALES AND RE-PURCHASEs 

















Year to Total Total 
March 31, | March 31, | fff" | March 3 
1938: * | ca "tee 1930 °|. 193% ° 
rusts) (96 Trusts) 

i a 12,949,000 | 98,068,000 | 7,974,000 

Cash re-purchases .......+. 2,620, 10,550,000 | 1,600,000 5.0% a0 
Ne cast eabee nies | 'Stiserbo | “atkapione | 7272000 | 83.825,000 
Net cash invested in unit | a ssaen 
CHUTES ...00ccreseererevceneees 7,180,000 | 74,320,000 | 6,375,000 | 80,695,000 
a ee ee ore 


The conversion proposals of 1937-38 received their 
quietus early in 1938, when offers to holders of Selective 
“A” and “B” certificates were withdrawn. Hence, 
the £6,375,000 net sales recorded for 1938-39 constitute 
a full addition to the net cash resources which remain 
placed with the unit trust groups for investment. Total 
cash sales, from the inauguration of the First British Fixed 





Unit TrusT SALES 


Trust in April, 1931, to March 31, 1939, amounted to 
£95,975,000, compared with {88,000,000 to the end of 
March, 1938. Two trusts formed in March and April (Lom- 
bard and Orthodox) are excluded from this computation. 

For so difficult a year, a slower rate of growth is not 
unnatural. It might, indeed, have been expected that the 
volume of re-sales to the would have rivalled that 
of 1937-38, in view of the desire among investors 
for increased liquidity. In fact, the unit holder has been no 
less faithful to his original choice than in 1937-38. For 
eee Se Ants tee epee by the meee 
ga for 20.3 per cent. of their new sales. Last year 
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WANT YOU TO 






1 That the YIELD on their Investments depends upon the 
e dividends paid by the Companies whose shares are in- 
cluded in their Trusts. ’ 
















That the PRICE is governed by the prices charged on the 
Stock Exchanges for these shares. 


tS 


That all DIVIDENDS from these shares are distributed twice 
yearly by the Midland Bank Executor & Trustee Co. Lid. 


_ 


That the MANAGER and TRUSTEES are paid out of a charge 
which represents a small addition to the cost of the invest- 
ment and in some Trusts an additional small deduction 
from Dividends. 


- 


That the INVESTMENTS in the Trusts are wisely selected 
with the object of giving you (in the Manager's opinion) the 
greatest degree of security of capital combined with a 
reasonable return on this capital. 


te 





6 That by SPREADING your investment in this manner you are 
e adopting the principles employed by all wise investors. 


7 That any INVESTOR may take advantage of our free Invest- 

e ment Service by sending in confidence particulars of present 
holdings so that we may be better able to advise as to how 
available funds should be allocated. 






If you desire to know more about this type of investment, prices and yields, 
please ask for the KEYSTONE HANDBOOKS which set out the basis of all 
transactions and which can be obtained, free of cost, from any Stockbroker, 
Bank Manager or by sending a postcard to :— 









Controlling Corporation: 


BRITISH INDUSTRIAL CORPORATION LTD. 


(Member of Unit Trusts Association) 


24 THROGMORTON STREET, LONDON, E.C.2 
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ALLIED INVESTORS GROUP 
OF UNIT TRUSTS 


Chairman: HARTLEY WITHERS 


BRITISH INDUSTRIES FIXED TRUSTS 


With full employment in prospect, and new creative energies derived 
from rearmament, British industry is in finer shape than ever in its 
history. The four Portfolios of this Trust give their certificate holders 
@ wide-spread interest in the equity of our country’s future. 


SP NN IE ARE PRONE NE PLE AEE a “ 


An investment divided equally between all four Portfolios, and so soread over 102 securities, gives 
8 dividends in the course of the year end a yield at prices current May 10, of approx. 5§% gross 
per annum from cash dividends, plus $% trom share bonuses and rights. 


| 
Trustees: MIDLAND BANK EXECUTOR & TRUSTEE COMPANY, LIMITED 


Re ARR NE Rm Re HT AR oh RE RDI 


CUMULATIVE INVESTMENT TRUST 


Consisting entirely of ordinary shares in fifty first-class companies, 
adopts the principle of Reserve Fund accumulation with a view to 
augmenting year by year the investor's capital and income. 
Estimated Yield: £5 5 0% (before deducting one-sixth for the Reserve). 


Trustees: MIDLAND BANK EXECUTOR & TRUSTEE COMPANY, LIMITED 


ELECTRICAL INDUSTRIES TRUST 


Electricity is the most vital of mechanised aids offered to civilisation and 
its quickened pace may be measured in terms of speed, efficiency, 
cleanliness and public health. In the industries concerned with the 
supply of electricity and with manufacturing electrical equipment there 
are good opportunities for enterprise and profit. 


Electrical Industries Trust provides a means of investment in the share issues of forty-one of the best 


electric supply and equipment companies. Approx. yield, 44% gross from dividends, plus 2% 
from recurring bonuses and rights. 


lia eal lal adil ara 














Trustees: GENERAL ACCIDENT FIRE & LIFE ASSURANCE CORPORATION LTD. 


METALS AND MINERALS TRUST 


Metals & Minerals units at the price of 13s. 3d. xd., yield the equivalent 
of &5 119 per cent. per annum gross after the equivalent of £1 10 3 
per cent. has been put to reserve to safeguard the investor's capital 


LLAMA LAPS IGP ELIE ERE ALM DPE AMS DEE I 





bx “ 
a ee 


and to provide for equalisation of dividends. 
Metals and Minerals Trust is concerned with the share issues of forty companies producing and 


investing in base metals, minerals, Giamonds and gold undertakings—a ‘Commodity’ Trust of 
particular interest. 


Trustees: MIDLAND BANK EXECUTOR & TRUSTEE COMPANY, LIMITED 


cash dividends is estimated, the approximate yields stated above are 
based on the last two completed half-yearly periods of the Trusts. 


ALLIED INVESTORS FIXED TRUSTS LIMITED 
| 165 Moorgate, London, E.C.2 Phone: NATional 4931 
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Units or sub-units may be bought through any stockbroker or bank. Explanatory 


With the exception of Cumulative Investment Trust, where the yield from 
| 
i 
| booklets (on which transactions ere based) may be obtained on request. 
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showed continuous growth—at first very rapid, and then 
at a declining rate: — 
GROWTH OF SALES AND TRUSTS 
March, 
1939 


March, 
ia 1934 | End 1935| March | March, 








| 
45,800,000 67,1 77, 
3 > “ Ames pareeeee 


648, 864, 933, 980 





873,000 


Increase compared pre- 
vious total ‘accosoense 25, 21,340,000) 10,31 6,375,000 
ee ef . 21 19 7 
sentticespiieanensive 17 
Index of growth (total 
sales per new forma- 
THOM) ......ccceeseesees £ 1,193, 1,123, 1,473, 375,000 





Last year sales fell from £980,000 per trust to 
{£873,000 per trust. This result is due partly to reduced 
business, but partly to the energy of the movement in 
forming new trusts last year under conditions which, in 
the event, were considerably less fruitful than their 
promise. It is impossible to isolate from the sales figures 
the contribution which new trusts have made to the increase 
in each successive year. But a comparison of the increase 
of net sales with the number of trusts formed within 
specific periods provides a crude guide to the success of 
new unit trust enterprise. These figures are calculated in 
the second section of the table above. The sales in each 
period per new formation (which have been roughly de- 
scribed as an “index of growth”) include, of course, all 
sales, for new and old trusts. The latter may be expected to 
account for a rising contribution to annual sales as the 
number of established trusts increases, subject, however, 
to the important proviso that trusts “date.” Again, 
many of the established trusts are closed. Thus, 
selling initiative lies with new trusts, which can frame 
their appeal to the public according to the mood or need 
of the moment. The figures for end-1935, and for 
March, 1937 and 1938, must, however, be discounted in 
order to isolate the contribution made by new trusts, and 
although the rate is unknown, it is probably not extremely 
high. But the results for the year to March, 1939, permit 
of no equivocal interpretation. ‘Total sales, for new and 
old trusts, were equivalent to no more than £375,000 per 
new trust formed in the period, and it follows that the total 
average sales for new trusts were lower, and perhaps 
appreciably lower, than the average figure. 

It is difficult accurately to determine the minimum sales 
which must be obtained before a unit trust manager 

breaks even ” on his heavy initial expenditure and begins 
to earn a net profit in respect of additional turnover. Much 
depends upon the spread of overhead expenses—an estab- 
lished group can usually handle the management of a 
further trust without any great addition to costs. But even 
for such groups, an average sale of less than £375,000 for 
new formations would provide no appreciable return— 
indeed, the critical figure which has to be attained before 
Profits are earned is usually put at £500,000. 


Sales and the Small Saver 

It is invidious to compare a stripling of a mere eight 
years with the venerable savings institutions which have 
hitherto catered for the small type of investor. The 
majority of small savers are unwilling to undertake the risk 
. fluctuating investment values. Over a wide range, there- 
ore, the unit trust movement is not directly competitive 
savings deposit institutions, such as Post Office and 
Tustee Savings Banks, Building Societies and Savings 
Certificates. Again, these institutions owe much of their 

annual growth to the automatic accumulation of interest. 
Hence a direct comparison of the rates of growth of 
Institutions with unit trusts (as set out in the accom- 
panying table) would be somewhat unfair to the unit trust 
nent. But the have a bearing on the untapped 
ua ch the unit trusts may still be able to ape 
Hitherto (as a special analysis of unit trust certificate hold- 
ings in last year’s Survey showed) the major response to 
unit trusts has been among investors who were in a position 
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to acquire up to 300 units. Expressed as a proporti 
the total funds, however, holdings of up to 300 wae ae 
sented only between one-third and one-half. 

Thus, the large holding, which is also the economical 
holding Owing to the fixed nature of management costs per 
transaction, is well represented in unit trust funds. But 
in encouraging smaller holdings there may be a 
divergence between the objectives of increasing sales and 
increasing profits. The trusts themselves recognise this 
point by insisting on minimum purchases for initial orders. 
But it is somewhat surprising that so little uniformity exists 
regarding these minima. As the directory tables beginning 
on page 14 show, the minimum number of units which 
may be acquired on initial purchase varies widely between 
five and 250, though the latter figure applies to a unit initi- 
ally valued at 1s. 11d. The general minimum is about 50 
units, though several groups permit a lower number. 

From the management point of view, however, it is 
doubtful whether any order below £50 provides an oppor- 


eee 





PROGRESS OF POPULAR SAVINGS INSTITUTIONS 
(End year, except where stated) 


| 1934 | 1935 | 1936 | 1937 | 1938 


000’s | £000’s | £000’s 000” 000" 
Net Unit Trust sales ......... 5750 | 45,800 | 67,140* Ss one 
P.O. and Trustee Savings 
iaiatinadenelibah 573,529 | 623,593 | 679,961 | 732,251 | 786,454 
SD ORUID vinings se sessccsccseonecce 5 7 | 571,057 | 609,09 , 
Saving eateries 28,36 J 093 | 655,917 | 700,000T 
ing interest accrued) ...... 393,036 | 391,450 | 390,093 | 385,871 | 381,521 


* March of succeeding year. + Estimated. 





tunity for profit. If it is reckoned that the direct cost per 
unit holder per distribution is one shilling, and the trust 
is of 20-year duration with two distributions each year, the 
minimum total costs for which the managers must make 
provision out of their initial service charge (disregarding, 
for the moment, the question of annual charges) would 
amount to £2. Clearly, this would leave little margin on a 
£50 order on the assumption that the effective loading 
charge is 74 per cent. counting in all adjustments. 

There are, however, two mitigating factors. First, larger 
orders provide a surplus and thus assist the profit 
margin on smaller business. Secondly, the adoption of 
annual charge by recent flexib'e and fixed trusts to some 
extent indemnifies the managers against future costs. But 
if, for the sake of argument, it is assumed that the annual 
charge amounts to } of one per cent., divided between 
the manager and trustee, the annual income to the former 
would amount to 1s. 3d. on a £50 holding, which would 
not cover the direct costs of two distributions. 

Hence a dilemma arises between the desire to obtain 
bulk sales and the necessity to meet the relatively high 
individual charges on small orders—which, collectively, 
might provide a substantial source of new business for the 
movement. This dilemma, it would seem, is one of the 
limiting factors to the expansion of the unit trust move- 
ment. It may, further, be doubted whether the bulk of the 
small savers who make the fullest use of savings bank, 
building society and savings certificate facilities should be 
invited to undertake equity risks, for their demand is 
largely for safe security for cash at interest. 

Perhaps the ingenious methods which have been evolved 
in the United States, by which unit trust organisation has 
been grafted on to regular savings instalment plans may at 
some future date be introduced in this country. Their 
development in the United States has not been free from 
official criticism—partly on the ground that a substantial 
fraction of the early instalments paid to the managers are 
diverted to meet management costs and are not deposited 
in the fund. Inevitably, such costs appear heavy in relation 
to a small fractional payment. But regular incremental 
saving plans, provided that they can be devised on an 
economic basis, both for investors and managers, may assist 
the movement to tap some part of small! savers’ funds 
which, at present, do not provide really remunerative busi- 
ness for unit trusts. 
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On April 28th the Prevention of Fraud (Investments) Bill 
received the Royal Assent. When its full provisions come 
into force on the appointed day, one of the strangest 
chapters in the history of unit trusts will have been closed. 
In order to trace what appears, in retrospect, to be the 
almost accidental decision to introduce specific legal con- 
trol over unit trusts in this country it is necessary to go 
back to 1936, when the findings of the Stock Exchange 
and Board of Trade investigations into the movement were 
published. The reports of both committees found that unit 
trusts satisfied a public need, but both pointed to the 
dangers of uncontrolled development. The Stock Exchange 
sub-committee, reporting early in 1936, described its find- 
ings as an intetim report, and considered that full protec- 
tion for the public could only be achieved by legislation. 

With the onus thus placed fairly and squarely on its 
shoulders, the Government, in March, 1936, appointed a 
Board of Trade Departmental Committee, under the chair- 
manship of Sir Alan Anderson, to inquire into the question 
of unit trusts in all its aspects. The Committee issued its 
findings in August, 1936. Its recommendations were sweep- 
ing, but they were welcomed by the movement itself, and 
the way seemed clear for legislative control—as The 
Economist pointed out at the time, there seemed nothing 
but the exigencies of Parliamentary business to prevent the 
passing of a Unit Trusts Act during the succeeding session. 
In fact, however, seventeen months elapsed before the Gov- 
ernment’s attitude was defined (though during the interval 
many of the Anderson Committee’s recommendations were 
adopted by the movement), and it was not until December, 
1937, that the then Parliamentary Secretary to the Board 
of Trade announced that the Government had no early 
intention of introducing legislation to regulate the 
movement. 

Anti-climax though this decision was, the Government 
had apparently determined that no immediate case existed 
for control, for when the first version of the “ S - 
ing ” Bill was issued in the following summer it was found 
that the Bill not only exempted unit trusts but that it also 
accorded to their trustees, as trustees, a standing which 
they apparently did not possess in some of their other 
capacities. Both trustees and managers were exempted 
from the licensing provisions of the Bill, provided that the 
trusts were “authorised unit trust schemes” within the 
meaning of the Bill and that their trustees were approved 
by the Board of Trade. In their other capacities the trustees 
could obtain exemption only by order of the Board of 
Trade. The first version of the Bill, it may be remem- 
bered, was intended to test public opinion, and when it was 


re-issued last November many amendments and alterations 
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exercising considerable control over such matters as adver. 
tising. The truth was (as the Lord Chancellor later aq. 
mitted) that the Government’s amendment was an offence 
to any lawyer. It gave the Government complete contro| 
over the movement and full powers to vary trust deeds g 
that they should accord with its own prescribed provisions, 

The matter was, however, rectified in the House of 
Lords. Lord Wardington, chairman of Lloyds Bank, Ltd. 
(trustees to the first unit trust formed in this country), 
made a vigorous protest against the blanket provisions, 
and the sequel was a schedule of six heads under which 
regulations may be issued by the Board of Trade. These 
include: — 


1. Determining the manner in which the sale price of 
units and yield are to be calculated. 


2. Regulating the mode of execution and the issue of 
unit certificates. In particular, for securing that no unit 
certificate shall be executed or issued in respect of any 
property until steps have been taken, to the satisfaction 
of the trustee, to secure that the property will be vested 
in him. 


3. Securing that any advertisement, circular or other 
document containing any statement with respect to the 
value of units or the yield, or any invitation to buy 
units, shall not be issued until the trustee has had a 
reasonable opportunity of considering the terms, and 
shall not be issued if within a reasonable time he notifies 
his disapproval in writing to the manager. 

4. The establishment of a fund to defray adminis- 
woe expenses and for regulating the application of 
that fund. 


5. The audit and circulation to holders of units of 
accounts relating to the trust, including accounts of the 
manager in relation to the trust and statements of his 
remuneration in connection with the trust. 


6. Requiring the manager (subject to any provisions 
as to appeal contained in the deed) to retire from the 
trust if the trustee certifies that it is in the interest of the 
beneficiaries that he should do so. 


Short of a separate Bill devoted exclusively to unit 
trusts, it must be admitted that regulations under these 
headings should be reasonable and that they should go 4 
long way towards meeting the recommendations of the 
Anderson Committee. With the exception of items (1) and 
(5), the regulations can hardly be said to break new ground 
—they will regularise the position and make compulsory 
for all what in the past has been the practice of the 
majority. The setting-up of escrow funds has long been 
established as common practice, and the trust deed which 
does not provide for retirement of the managers on the 
trustee’s request is the exception rather than the rule in 
up-to-date practice. Regulations covering advertising also 
only extend to the movement, as a whole a practice which 
many trustees have followed for some time, although it 1s 
a definite break with the tradition that the trustee of a unit 
trust is merely a custodian trustee—officially, at least. 

We thus come to regulations (1) and (5), and these 
embrace the points around which most criticism and con- 
troversy have centred since the movement's inception. Dis- 
cussion in advance of publication of the Board of Trade’s 
exact requirements is to some extent robbed of its useful- 
ness. But it may be presumed that the Board of Trade will 
be guided, in part at least, by the Anderson Committee ® 
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A GROUP OF UNIT TRUSTS 
= DESIGNED TO SATISFY EVERY INVESTOR 







2 
THE GOLD 
SHARE TRUST 


Price 4/9d. 
Yield 9% 










3 
TRUST OF 
RUBBER AND 
TIN SHARES 
Price I /- 
Yield 8%, 







SPECIALISED UNIT 
TRUSTS LTD. 
(Management Company) 







BRITISH 
' GENERAL 
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FIXED TRUST BRITISH 
cama. GENERAL FIXED 
TRUST 
‘B’ LTD. SERIES ‘C’ 
(Closed) Price 14/9d. 
Yield £6/3/0% 












FIRST 
RECOVERY 
TRUST 
(Closed) 






IMPROVING SECURITIES 
TRUST LTD. 
(Management Company) 
















a4 
BRITISH 
AND AMERICAN 
SECURITIES 
TRUST 
Price 15/3d. 
Yield 5% 





CAPITAL 
SECURITIES 
TRUST 
Price 5/4}d. 
Yield 63% 





S 
THE 
COMMODITY SHARE 
TRUST 


Price 5/3d. 
Yield 6% 

















The above prices were quoted on May /0th; 
for current prices see the National Press. 


This series comprises the Shares of 27 leading British Industrial 
mpanies. 
The Gold Share Trust has special amortisation features and expert 
technical advice. 
The Trust of Rubber and Tin Shares covers over 100 Rubber and 
Tin producing companies. 
An investment spread over the leading British and American Shares. 
A Trust specially designed for capital appreciation and high yield. 
The portfolio of this Trust consists of companies engaged in the 


production and handling of basic commodities. 


BRITISH GENERAL FIXED TRUST LIMITED 


Telegrams : 


Fully descriptive booklets of the above Trusts can be 
obtained from any Stockbroker or Banker, or direct from : 


King’s House, King Street, 
LONDON, E.C.2 
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Lombard 


Unit Investments Limited 


DIRECTORS 
Lieut.-Col. R. T. Harper, 0.B.E., F.C.A., F.C.1.8. (Chairman) 
The Rt. Hon. Sir George Clerk, G.C.M.G., C.B. 
Sir Walter Craddock, Kt., D.s.0., M.C. 
Arthur H. Martens Patrick Nicholson (Managing Director) 


CLAM NR I LOLOL IN IY IE I TT 


“irermene INDUSTRIAL TRUST is the first of a series of Trusts to be 
formed under the management of Lombard Unit Investments Limited. 
It is the aim of the Managers to provide Trust investments which not only 
interpret the changing trend of world economy in their investment policy, 
but also incorporate such technical developments in Unit Trust structure 
as appear to benefit the investor. 

Lombard Industrial Trust is a recognition of the opinion, widely held in 
financial circles, that rearmament finance, and the measure of inflation 
which it necessitates, makes first-class industrial ordinary shares the most 
attractive long term investment. The Trust was formed during a period 
when markets were under the strain of increasing political uncertainty and 
the prices of industrial securities of the ‘market leader’ class were falling 
to an extent justified neither by their dividend records nor by current 
reports from the industries they represented. However, in spite of existing 
political uncertainties, it must be assumed that British industry will continue 
on a profit-earning basis and that first class ordinary shares, which form the 


basis of this Trust, will prove satisfactory to their holders both as to income 
and to capital value. 


The Trust is of the ‘cash fund’ type, is not rigidly fixed, and has the 
benefit of the services of three consultants in the determination of its 


investment policy. The Managers believe that it represents as solid and well 
balanced an investment in British Industry as can be devised. 


‘88 GFR FFF HSE SF FS FF FES 








Sub-units may be bought free of commission and 
stamp duty through any stockbroker or Bank 


LOMBARD UNIT INVESTMENTS LIMITED 


7 Angel Court, Throgmorton Street, E.C.2 


Telephone: METropolitan 5593, Telegrams: Lomrrust, Stock, LONDON 
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ractice should be terminated. The second con- 
pele in pricing is the “ rounding-up ” charge. 
It is obvious that the “weight” of this charge must be 
related to the price of the sub-units or units—a 3d. 
“ ounding-up ” charge on a £1 sub-unit has a very dif- 
ferent incidence from a 1d, “ rounding-up ” on a 2s. sub- 
unit, In the same way, the incidence of the dealing margin 
between bid and offered prices of high and low-priced sub- 
units may also vary greatly. But there seems to be an 
argument for meeting these points by introducing a sliding 
scale on the basis of which the charges could be adjusted 
according to the price of the sub-units. 

Yield calculations are probably even more controversial 
than sales prices and dealing margins. There are obvious 
limitations in any yield calculation, but a number of 
primary principles can at least be followed. The inclusion 
of receipts of a capital nature—proceeds of sales of 
“rights” and of bonus shares—obviously distorts the true 
income return on a portfolio, while the calculation of yield 
on the total amount of dividends received in an accounting 
period, including all accrued income in the price of securi- 
ties purchased full of dividend, has also been employed to 
show an artificially high yield. Such matters as allowance 
for reductions in interim dividend on the underlying securi- 
ties, the problem of income from wasting assets, and the 
question whether manager’s and trustee’s remuneration is 
paid from income or capital are other points on which 
practice has varied widely in the past and on which there 
should be an official ruling. These problems should not be 
impossible of solution—some groups have already solved 
them—but the overriding consideration should, in any case, 
be that of conservatism. Unit trust certificates have sold 
very largely on yield in the past, and in view of the move- 
ment’s preponderating interest in equities there is every- 
thing in favour of understating, rather than overstating, 
the return which the investor may expect. 


What Form of Accounts? 


Under paragraph 5 of the Schedule, unit trust managers 
are charged with responsibility for audit and circulation to 
unit holders of accounts of the trust, and of the manager 
in relation to the trust, including statements of his 
remuneration in connection therewith. 

What form should these accounts take? No particular 
difficulty seems to arise concerning the trust accounts. 
These are in all cases provided with each distribution, and 
are printed as part of the dividend warrants sent to the unit 
holder. A typical form of account would set out the gross 
amount of dividends received and receivable per unit, the 
amount of British income tax deducted therefrom, and the 
net amount received or to be received. To this sum would 
be added any amounts received free of tax, other receipts 
(such, for example, as the cash value of rights sold) and the 
deduction from income (if any) in respect of the manager’s 
and trustee’s fees. The net amount distributable per unit 
(distinguished between capital and income) is then set out 
for each of the “ groups” of units formed within the dis- 
tribution period, to take account of net distributions and 
equalisation payments. For a flexible trust, the percentage 
Constitution of the unit close to the date of the distribution 
18 given. follows a statement of the amount (if any) 
which has been released from escrow funds for trustees’ 
and manager’s remuneration, a certificate by the trustee 
that adequate provision has been made for future manage- 
ment expenses, and an auditor’s report covering the income 
and the amount to be distributed. 

basis for trust accounts derives from the recom- 
mendations of the Anderson Committee, and presumably 
will provide a working model from which the Board of 
Trade will formulate their irements. The adjustment 
of those deeds which do not y cover the points men- 
tioned should occasion no special difficulty. 
« phe wording of the second part of the paragraph— 
Ccounts of the Manager in relation to the trust, and 
Statements of his remuneration in connection therewith ”— 
18 More difficult to interpret. First, however, it is to be pre- 
sumed that the Board of Trade will not require the dis- 
Closure of the actual size of the individual trust; an 
analysis of the accounts on the basis of some convenient 
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multiple, such as one thousand units, would seem to 
be sutticient, and it conforms with the existing practice re- 
garding trust accounts. There are no direct precedents for 
the manager’s account, but possibly the unit dealing 
account set out as Form C of the Anderson Report, may 
Provide some guidance. This includes, as to values and 
the number of units represented thereby, the following 
items: Units in hand at the beginning and the end of the 
period; purchases and sales of underlying securities; sales 
and re-purchases of sub-units; agents’ commission on sales 
and re-purchases; share of commission and brokerage re- 
ceived by the managers; and the amount included in the 
sales of units in respect of service charge and “ rounding 
up.” 

Presumably, some modifications of detail would be re- 
quired to this form. For example, it makes no provision for 
remuneration to trustees arising on the sale of new units. 
The opening and closing stock, again, would presumably 
have to include opening and closing stocks of securities (if 
any) purchased but not appropriated for the constitution of 
new units, in addition to the units in hand. A further point, 
however, may arise in connection with half-yearly charges. 
The real balance of gross profit cannot be finally decided 
until the end of the trust period, for the managers have an 
expectation of regular income from the half-yearly charge, 
while, on the other side, they must provide for trustees’ 
fees and meet the cost of management and distributions. 
It is possible, therefore, that consideration may be given 
to the practicability of crediting the anticipated receipts 
from semi-annual charges over the full life of the trust (it 
would not seem necessary to discount these expected sums 
for the purpose, incidentally) and of charging against this 
sum an allowance for future management. It is understood 
that the normal half-yearly allowance for Inland Revenue 
purposes for future management is based on the minimum 
fee, if any, payable to the trustee, plus one shilling per 
unit holder’s account. This sum, multiplied by the number 
of half-years unexpired in the trust period, and expressed 
per thousand units, should show how far the future manage- 
ment charge payable by the unit holder will leave the 
managers in profit. It is, however, an estimate rather than a 
strict account, whose usefulness would depend upon the 
light it throws upon the current gross profitability of the 
manager’s operations. 

It is desirable, in order to clear the air of controversy, 
that particulars of profit and cost should be given in the 
fullest possible detail. Whatever the precise form of the 
account may be, therefore, it would be highly advantageous 
if it supplied information regarding the manager’s gross 
profits as they originate from four sources. 

First, profits arise on the creation and sale of units. 
Hence the accounts should show the difference between 
the gross cost to the managers of permitted investments 
bought to be vested in the trustee and the proceeds of sale 
of units so created. Secondly, income arising from the 
management of trust property includes the management 
fee and any share which may be received by the managers 
of commissions payable to brokers on the purchase or sale 
of trust property. Thirdly, profits from dealing in units 
already in issue—that is, from the revolving fund—may 
be of importance. Finally, the liquidation of units provides 
a profit in respect of the difference between the bid price 
of units and the actual proceeds of the liquidation, which 
should approximate to the average amount of the down- 
ward price adjustment made in calculating the bid price. 

Whatever form of account is finally adopted, these points 
deserve consideration. Although the Act only requires cir- 
culation of accounts to unit holders, they will, it will be 
hoped, be made available to the Press. The present trust 
accounts are not regularly released for publication to the 
Press, although managers are usually prepared to supply 
them on est. The resulting figures should then be com- 
parable with the declared charges shown by the managers 
in their booklets. It will be evident, of course, that a con- 
siderable difference will remain between the management 
profits disclosed in the accounts and the actual net profit 
or loss made by the management group concerned. 
Operating expenses payable from the gross profit margin 
are heavy, and a substantial volume of business is required 
before reasonable net earnings are realised. 
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Management Charges 


THE passage of the “Sharepushing” Act, which will 
require the future circularisation of accounts relating to the 
managers, has brought into the forefront of discussion the 
income which managers may draw from the four dif- 
ferent functions which they commonly perform—creating 
and selling units, managing the trust property, providing a 
market for units already in existence, and liquidating the 
trust. It is not yet known what form of disclosure of the 
results of these operations will be required when the Act 
comes into force. It is already possible, however, to study 
some of the charges, since they are explained in trust deeds 
and booklets, and certain facts are also known regarding 
income arising at other points: the gross charge for mak- 
ing a market in units, for instance, is published in the 
margin between the bid and offered prices quoted by the 
managers, though this may vary at different times and for 
different trusts. Excluding brokers’ commission, where it is 
included in the price, the margin between the bid and 
offered prices quoted for 77 trusts at March 31, 1939, 
averaged 5.03 per cent. of the offered price of units, the 
figures for individual trusts ranging from 2.60 per cent. to 
14.71 per cent. 

In our third Unit Trust Survey, published on April 17, 
1937, a table was published showing the comparative 
charges on flexible trusts, calculated as a percentage of the 
initial price of the unit concerned. They were based on the 
annuity value of the preliminary charge, together with the 
average price adjustment, allowing for interest at 4 per 
cent. To this percentage the annual management charge 
was added in order to show the total effective charges 
(as stated, and arising from adjustments) per annum of the 
trust period. The figures published on that occasion in- 
cluded in management charges the brokerage payable on 
sales of units. In bringing the table up to date the oppor- 





ASCERTAINABLE CHARGES OF FLEXIBLE TRUSTS 


1 2 
Tron Meigwem | Ti 
(Years) s. d. 
Scottish Bank Insurance and Investment Trust Units ...... 25 18 6 
Investment Trust Units  ..........c.ccccceccecsecescececsseseneces 20 17 6 
Uni DOOORE TIRE TEE nocescncccccsscnscccccsscoscsenesoos 16 17 9 
Insurance-Bank Trust.................. 20 16 6 
Trust of Bank and Insurance Shares .................sccseseee 21 19 3 
Trust of Bank Shares................ccccsccscssccecsecsececeneeceece 21 19 0 
Trust of Insurance Shares _..........ssscsseesesesesesseenenecsees 20 19 9 
British Empire First Unit Trust .................ccccseceseeenee 25 21 6 
BOWED WIRE TURE. .ccccsccss esse scsssecocecencesetecsosoooeecsies 20 17 6 
Electrical TED. spanintitpeonsithiniiilininbediinids hiensnbia 20 19 0 
Se Gee Than hesdethueseuiaibbieedadbepesveanaimsasn 20 21 3 
Four-Square Trust................-ssssscsscsecescecseseeceeneeeseece 
Bank Insurance and Financial Shares Trust .................. O is é 
British Insurance Shares Trust ...........cccccsseeseeeeesevees 20 17 9 
Investment Group Certificates  ..........c.ceseeeeee 15 17 Ile 
PN AEE WINING insibuisicocipbondiccacéiccencocampecdansuaicecn ccc 15 9 3 
Keystone Flexible Trust ..............c.ccccccscceseceeceseveeeeee 15 me _ 
American Industries Trust .............cc0csssssseseeseeneeeeenes 21 is 0 
Metals and Minerals Trust ...........:..s.ssesssssersersseeenees 20 igs 9 
Trust of British Transport .................ccccseccececeoeeceeeee 20 18 6 
Investors’ Income and Reserve Trust Seihancitapabaaineiciaika 21 21 3 
ERURUDOEE WUMMENEO BUURE on.ccccecesscccncceccsnccnccceseecoreneses 15 17 9 
Cumaptetien Seqummnt T I wwsnerssboneaneventcrnsesestonbecnne 21 17 9 
Limited Investment Fund. 2c re = 
Scottish North Country Investment Fund ............... 
Midland and Southern Investment Fund .................:... } ~ enki 
British and American Securities ...........0.....cccccceseeesece 21 16 0 
Insurance and Financial Shares (2nd Series) ......... 18 14 3 
Domestic Priority Income Trust .............cs.cceceeesceseeee 20 99 
BE TIE, © csdctibsdacheochssdeedchboctbekedide choses. 0: 
First Tica led atch 0 ‘ ; 
AOU Galle sibbisica sciccdbecsnndetaseniieeccesce 21 5 3 
COED SROER SUB: acnvasntsectsdonespibensssbinddecacbsbinisbiccedin. 20 5 0 
Producers Investment Trust................<:ccccccseeeseecenenees 
Domestic Investment Trust .............--css0sseecesecceseeeeece } - eo 
Domestic Investment Trust, 2nd Series................0e00000 20 70 
Capital Securities Trust .............ssecccceseccserecsseeecaceees 
Trust of Rubber and Tin Shares  ..............cccccccseseeees 3 rat 


tunity has been taken to remedy this defect by slight 
altering the basis of the calculations. In the tables give, 
below the effective amount accruing to the manager ani 
the trustee from the preliminary charge and (in those Cases 
where it does not become part of the trust Property) from 
the price adjustment has been reduced to an equivalen: 
annual figure over the life of the trust, taking interest a 
4 per cent., and expressed as a percentage of the net initia] 
price of units, after deduction, where nécessary, of brokers’ 
commission. To this figure has then been added the amoun: 
of any stated annual charge, expressed in the same way as 
a percentage of the net initial price of units.* In some cases 
the annual charge may be taken from capital or from 
revenue at the discretion of the managers. The table shows 
what has been assumed from a reading of the trust deed. 
As the footnotes to the tables indicate, there are several 
different ways of computing the preliminary charge, rang. 
ing from a deduction of, say, 5 per cent. from the total 
selling price of units to an addition of 5 per cent. to the 
actual cost of underlying securities. The difference between 
these methods is not negligible for the effective charge 
on the second method is, in fact, less than 43 per cent. 
of the selling price. Hence, to make a true comparison 
between one trust and another it is clearly necessary to 
take such differences into account. The inclusion, in 
most trusts, of the price adjustment in the computation 
of managers’ charges is more important still; an average 
price adjustment of 1}d., for example, represents 24 per 
cent. on a unit priced at 5s., and may provide more than 
a fifth of the manager’s and trustee’s total ascertainable 
revenue from a trust with a life of 20 years, and 

* Credit for devising this method is due to Dr Charles H. 
Walker, from whose unpublished dissertation on Unit Trusts the 
accompanying tables are reproduced by permission of the author 


3 4 5 6 7 5 
Total Total 
Stated | A Charges as | Equivalent | Stated 
a permitted percent. of | of total as percent. 


Charge | sajustment 
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price 
% d. % % % % 
4e 1-5 3-224 0-206 O-1f 0-303 
4d 1-5 3-234 0-238 0-17. 0-335 
4 1-5 3-070 0-263 0-125f | 0-384 
5b 1-5 4-044 0-298 0-1f 0: 394c 
Se 1-5 4-214 0-303 O-1f 0:399 
5e 1-5 4°221 0-304 0-1f 0-400 
5e 1-5 4-196 0-309 O-1 0-405 
2:75b + 2-661 0-170 0- 0-413 
5d 1-5 4:242 0-312 0-125f | 0-432 
5-5d 1-5 4-692 0-345 0-125r | 0-464 
7-5d 1-5 6-644 0-489 sa 0-489 
7-5d 1-5 6-644 0:489 0-489 
7:5d 1-5 6726 0-495 7 0-495 
7:5d 1-5 6°752 0-501 ‘ 0-501 
6:5d 1-5 5-769 0-519 i 0-519 
3b 0-75 2-100 0-189 @-375r | 0-551 
7°5b 1-5 6-190 0-557 vm 0:557 
oo Ls ans | 030 O:3125/| O.se7 
5b 1-5 3-965 0-292 0:339/ 0-612c 
5b 1-5 3-836 0-273 0: 0-634 
6-5e 1-5 5-791 0-521 0-125f | 0°639 
5d 1-5 4-233 0-302 0-375r | 0-661 
oe 4-209 0-303 0:375f | 0°662¢ 
de * 2-538 0-183 0-5r 0-670¢ 
4-54 1-5 3-776 0-269 0-5f 0°746¢ 
6d 1-5 5-406 0-464 ied. ee 0:761 
5d 1-5 4°790 0-352 ipa. pes 0-785 
6-5e 1-5 5-983 0-440 0'345f ~ 
5d 1-5 4°857 0-599 0-25r Oh 
5d 1+5 5-850 0-417 0-5f O50ne 
5d 1-5 5-964 0-439 0-5f 0 
5d 15 4759 | o-se7 | “BnPe | 1010 
6d 1-5 6291 0-463 ted. per 1-067 
4-754 0-75 4-010 0-901 0-25f | ilale 
5d 0-5 5-650 1-269 0-25f 1 
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pondingly more from a trust with a shorter life. 
oe flexible trusts, shown below, cover a 
wide range, from 0.303 per cent. annum over 
2 on Scottish Bank Insurance and Investment Trust 
Units to 1.505 per cent. per annum over five years for the 
Trust of and Tin Shares. Among trusts with a life 
of 20 years or more the highest charge is 1.067 per cent. 
for Domestic Gane Series). Trusts with a short life 
naturally show igher annual charges since the 
cass are spread over fewer years, but comparison among 
ups of trusts with different lives is impossible on 
t of the small number (10 out of 38) of trusts with 
lives of less than 20 years. 

Among the 28 trusts designed to run for 20 years or 
more, however, interesting comparisons are possible. The 
average annual figure for this whole group is 0.587 per 
cent. and the trusts are fairly evenly distributed about the 
average. Among individual managements, Trust of Insur- 
ance Shares show the lowest charges in the table, with an 
average for the five trusts in the group of 0.368 per cent. 

annum. The Cornhill Trust is not included, since the 
whole of the management costs are borne by the Deferred 
Units. 

Sixteen of the twenty-eight trusts are of the “ Appropri- 
ation” type, and these show an average charge of 0.528 
per cent., whilst the remaining twelve, “Cash” trusts, 
have an average of 0.666 per cent. It will be important to 
see, when management profits are published under the 
“Sharepushing” Act, whether the contention of pro- 
ponents of the “Cash” principle—that lower disclosed 
charges of “ Appropriation ” trusts are balanced by undis- 
closed amounts which inure to the managers from the 
purchase of permitted investments and the sale of trust 
units—is justified. 

_Arrangement of the trusts in the order of their formation 
discloses a striking increase in charges in the ear. 
Details are given in the following table: — Re 


FLEXIBLE TRUSTS WITH LIFE OF 20 YEARS OR MORE 






1934-1937 | 34 | 16 

basin 0-424 (9) | 0-616 (6 

1938-1939 2.000.0.°7"" | de | one 
0:528 (16) | 0-666 (12) 


(Figures in brackets denote number of trusts included.) 


_ It would be unprofitable to carry the chronological divi- 
sion of the trusts further, for the smallness of - samples 
would make the averages meaningless. It is, therefore, im- 
Possible to say, as yet, whether the trend towards higher 
charges has reached its peak. But the extent of the increases 
revealed by this analysis—the rise is more than 50 per cent. 
in the case of “appropriation” trusts—confirms the 
Opinion expressed in our survey two years ago that for 
some managements the unit trust movement had not 
proved the happy gold mine which might have been 
imagined from its rapid growth in 1935 and 1936. The 
only available standard by which the charges may be 
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judged is the management costs of investment trusts, the 
annual expenses of which are generally taken to amount to 
rather less than 0.5 per cent. on the capital employed. 
Since the managers of a unit trust run the risk first of the 
failure of the trust to reach an economic size and then of 
austen ee — der of units, overall 
or management of 0.6 to 0.7 per cent. 

cannot be called excessive. : aan aes 

We have treated flexible trusts first because information 
on their charges is more readily available. The method of 
computing the price of sub-units was often omitted from 
the deeds of early fixed trusts, but to provide a comparison 
with the charges on flexible trusts we give a tabulation of 
a selection of fixed trusts. The first group contains trusts 
in which the remuneration of managers and trustees came 
only from a preliminary charge and a price adjustment: — 


ASCERTAINABLE CHARGES OF FIxED Trusts 
(No annual charge) 





1 a4 oe ed 5 6 








| Years | s. d. % d. % % 
conery soccecsasorcese = = : = + ue ee be 
Security eee | 20 20 9 7b + llg 5-69 0-419 
British Empire Cum | 20 | 18 6| 76 | +1l2| 5-76 0-424 
Provident NGG covedocss 20 18 3 7b + Lig 5-77 0-425 
Selective A&B ...... | 20 0 6b + lig 4°82 0-434 
2nd Prot ove | 20 20 0 Jlob| + lle 6°15 0-453 
lst Protected............ | 20 19 0 Tied | + Lig 6°18 0-455 
2nd Investors’ Gen... 15 18 112} 6126) + 1l2 5-33 0-479 
3rd Protected ......... 5 15 6 7b + lig 5-88 0-529 
Hundred Securities . 15 20 6 7d + lig 6°16 0-554 
Investors’ Gold ...... / 10 20 6 65 + Ll, 4°81 0-593 
Keystone .......0000.0+ | 0 18 7lo 8d + Lig 6°63 0-817 
Keystone 2nd ......... 10 17 3 8d + lig 6°68 0-824 


(b) Calculated on gross cost of securities plus accumulations. (d) Calculated 
on selling price /ess price adjustment. 


Six of these trusts with lives of twenty years or more 
show an average charge of 0.433 per cent. per annum, or 
slightly more than the pre-1938 “ appropriation ” flexible 
trusts. Finally, in the past year several fixed trusts have 
appeared with annual charges, and these are listed as a 
second group below. 

On the annual basis which we have adopted the charges 
for these trusts are somewhat higher than the charges on 
the earlier fixed trusts, and generally somewhat lower than 
those on flexible trusts of the same life. 

In view of the complicated basis of charges, it would 
seem highly desirable that some basis of comparative 
charges should be officially devised for use in measur- 
ing the relative merits of two similarly constituted trusts. 
The annual charges shown in the preceding discussion 
are not the end of management income—adventitious 
profits on underlying securities, revolving fund profits, and 
profits on realisation of units are included among the addi- 
tional sources of revenue. The regular publication of 
accounts relating to the managers may give an indication of 
the extent to which they supplement the annual charges 
described in this article. 


(+= meee eee eee tenet 
ASCERTAINABLE CHARGES OF FIxED TRUSTS 











(With annual charge) 
2 2 , Total ; Total 
ua 
i Average | Charges @: uivalent Stated ae 
Trust Megine Initial Poaeaty = percent. of of total Ann om enna 
: i es 
Charge eT or ee (col. 5) == 






there eeeneneneeeee 
once eneenes 

OTRO eee eee eee eeeeneneeenas 
ORO e eee eeeeeeeeenenseenees 


SOR OORO TOOT EEE THERE REE EER EERE EROS EEe 


Preliminary Charge : (b) Calculated on gross cost of securities plus accumulations. 
Annual 3 
Charge ' £ en pee rte 


of fund. 











% % % % % 

‘ 4-061 0-299 0-25r 0-539¢ 
3 ae } 2:500 0-178 0: 375r 0: 544¢ 
6b 1°5 4:869 0-438 0: 125r 0-557 
6b 1°5 4:880 0-439 0-125r 0-558 
4:55 0:75 3-219 0-397 0-5r 0-881 
4b 1°5 3-070 0-379 0:625r 0-985 
56 1-5 4°241 0-523 0-625r 1-121 

(e) Calculated on selling price. 
* Excluding brokerage. (c)=Cash Trust. 
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Directory of Unit Trusts 


Securities Treatment of 

Cumulative | in panel Eliminations 

GROUP and Trusts Dete termed Type of Trust and or or or aiternative 
managed character of portfolio | nistributive pant iepestmentn 


wortegt A 
sos Fixed ; general indus- 
Picet Britioh trial, utilities, oils. 


December, 1932 eo nie - 
ial, utilities, oils. 
Fixed ; general indus- Distributed 
trial, utilities, mines, sold 
il. 
Fixed ; general indus- 24 Distributed 
trial, utilities, oil, 
Flex 4 free to in Managers may cha Managers 
i e; P eee may termina 
vest in any Govern- investments wit less than 200,000 = 
ment bonds includ- permitted list. Pro- units outstanding. 
ed in panel. (4) ceeds of sales and 
redemptions are 
eit not — Sibi 
imited Investment Fund} December, 1935 Flexible; to in- may terminate 
eee vest in any fully shares after 15 years or after ong 
god if number of unity 
less than 400,000. 


A Reaaeeaee nie tes 


do, 


fies 
He 


FIT RIS gigs 24 


oO 
° 
c 
Dp 
- 
7 
“< 


ghots 
ee 


New British Fixed Trust 


i 


POO Namen yr Hay 
Cc 
= i*f 
age 
2 e 


BANK— 
INSURANCE 


Trust of Insurance Shares June, 1934 Williams Deacon's e; 20 Distribution of shares o 


cash or option continue 
Trust. 


Trust of Bank & Insu- | September, 1935 | Midland Bank Exec. 
tance Shares. and Trustee. 


Trust of Bank Shares ... | December, 1935 | Equity and Law Life 
Ass. Soc, 


| 
; 
| 


ae 
od 


Saal us 


Jace rene: ad Rereapdecs oat 


nit Trust \ 
May 28, 1938.) 


March, 1936 |General Accident, | Flexible; Indus 
Fire tation 


ce mee 
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No, may 


[ 


ifs 





fs 


Piri 


i 


i 
ie 


q 
f 
28% 


Registered | Initial, 5% plus ~, of 


orc Bearer 


or Bearer 
on Bearer 


R Initial 4% 


oeBearer 


1% perannum on mean 
market value of funds. 


of 1 


: 
Ps 


i 


Ket value: 


R 6d. on each deb. unit. 
— Deferred : Service charge 


5 I of 
Pend Yat we disk. tate 
for expenses, including 


premium on deb. units, 
etc. 


ae fe eS 
Annual charge of 4. per 


or Dis 
op ee ae Other Particulars | Trust 
weonrcres ND 
15 June, Dec. | Business in all trusts in | First British. 
Soneemanaty 
through Stockbroker. 
tribsted half-yearty 4 | 15 Feb., Aug. Third British. 
between _ trustee 
and managers. 15 May, Nov. Fourth British. 
1 Apr., Oct. | (a) Investment in any one | Foreign Govt. Bond. 
bond not to cual 5% 


3th of preliminary charge | 15 Jan., July 
in escrow distributed 
half - yearly between 

Managers. 


Trustee and 
do, 1 May, Nov. 
do. 1 Mar., Sept. 
do. 15 June, Dec. 
Provision made to satis- | 31 Jan., July 
action of T: 


(6) Investment in any one 


company not to exceed 
5%, except British Govt. 
securities. Operated as 
Cash Fund. 


do. 
do. 

Trust is ted as cash 
— 


(a) Not more than 10% of 

nds to be in any one 

company and not more 

coat of any com- 
's issued share ca 

ftal may be held. r 


do. 30 Apr., Oct. | (c) Not more than 7% in 
any 


do. 15 Mar., Sept. 
do. 31 May, 
30 Nov. 
do. 15 Feb., 
18 Aug. 
Agreed with trustees Deb. units: 
5 Apr., Oct. 
Def. units: 


Co. and not more 
than 5% of issued capital 
of any Co. to be heid. 
At least 35% of funds 
must be in Ins. Cos. 

(d) May be ended after 18 


ars. 

(6 Uncalled and reserve 
liability covered by 
Trustee secs., insur’ce 
or otherwise, or main- 
taining fund at over 
2} times liability. 

(f) Not more than 7}% in 
any Co. and not more 
than 5% of issued capital 
of any to be held. 

(g) Not more than 7}% of 

of Trust in any one 
Co.; not more than 74% 
“ capital or —_ 
any company to 
held by Trust. 
(hk) May be ended after 21 


(é) Not more than 7}% in 
any company. Not more 
than 74 of any one 
class 


i) Not more than 74% of 
in one Co., not 
more than 7}$% issued 


At least 


20 Apr., Oct. | cap. or debs. of one Co. 
to be held. 


ioe roe 906 in 
t-edged, at no 
time less than 5%. Fund 
must exceed 2} times un- 
called and reserve liability. 


made for |15May, 1SNov.| Not over 74% in any one 


Provision 
future management. 


Co.; not over 5% in any 
one class of security, 
except British Govt. 
stocks. 


Limited Investment Fund. 


Midland and Southern 
Investment Fuad 


Scottish and North Couatry 
Investment Fund 


New British Fixed Trust. 


BANK— 
INSURANCE 
Trust of Insurance Shares, 


Trust of Bank & Insurance 
Shares. 


Trust of Bank Shares. 


Investment-Trust- Units. 


Trust 
Units. 


Cornhill Trust. 


DOMESTIC 
Producers (formerly 
Aviation and Universal). 


(Continued.) 
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Trustee 


GROUP nd Trusts 
managed Date formed 
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DOMESTIC—cont. as 
Domestic .........000+-. ove July, 1936 Midland Bank Exec. 
and Trustee. 
Domestic Priority Income May, 1938 Midland Bank Exec. 
and Trustee. 
Domestic 2nd Series 


September, 1938 | Midland Bank Exec. 
and Trustee 


NATIONAL 
National “A” ......... Midland Bank Exec. 


June, 1932 
and Trustee. 


‘ National “ B”......... July, 1933 Midland Bank E xec. 
and Trustee. 
3 
; National “C” ............ March, 1934 Midland Bank Exec. 
and Trustee. 
Sete "D" July, 1934 Midland Bank Exec. 
and Trustee. 


November, 1933 National Provincial 
February, 1934 | National Provincial 
Bank, 


— 


IE wisnncnsisincnil 1934 Williams Deacon's 
Amalg: April, 
, 1934 National Provincial 
Jay Bank. 
May, 1935 Clydesdale Bank 


October, 1935 | Midland Bank Exec. 
and Trustee. 


July, 1936 Midland Bank Exec. 
and Trustee. 


seeeee 
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General 


Investors Royal Exchange 


Ys 








Investors Second General | August, 1935 


~ 


Investors Gas & Electric May, 1934 
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Type of Trust and 


character of portfolio 


Flexible; companies 
producing domestic 
requirements, and 
Trustee securities. 


Flexible; pref. and 
debs. of industrial 


cos. 
Flexible ; consumers’ 
goods industrials. 


Fixed ; general indus- 
trial, utilities, oil, 
etc. 


Fixed ; general indus- 
trial, transport, 
mines, oil. 

Fixed ; general indus- 
trial, preference 
ouly. 

Fixed ; general indus- 

trial, breweries, 


mines. 
Fixed ; general indus- 
trial. 

Fixed; British and 
Colonial Govern 


ment, Public boards 
and Railways ixed 
interest stocks. 
Fixed; Government 
stocks, industrial 
preference and ordi- 


and miniug. 
Fixed; Government 
stocks, industrials, 
utilities, oil, mines. 
Fixed ; general indus- 
trial, iron and steel, 
utilities, mines. 
Fixed ; general indus- 
trial. 


Flexible; banks, > 
surance 
utilities, industrial, 


mines. 


EE 


3 : 
tN 


ie 
: 
i 
i 


a 
fi 
it 


I 
a 


i 
j 





: 


; 
pabareyfeeh 





page 
WE 
ih 


: 
F 


| 


[ 
a 


lie 
Ai 






Cumulative 


Cumulative 


Distributive 


Distributive 


Distributive 


Distributive 


Distributive 
Distributive 


Distributive 


Distributive 


Distributive 


Distributive 


aiff 


i 


— 


134 in 
po! 


8 





8s 8s 8 8 


‘olio. 

























































or alternative 
investments 


129 in present) Securities of a similar 


nature may be add- 
ed, or eliminations 
to 


veto of Trustees. 


t} Additional list in- 


cludes 240 cos. 


t ey list 


o 


295 companies. 


Distributed 


Distributed 






Distributed 









Distributed except 
redemptions which 
may be reinvested 
in certain cases. 


Distributed 


Distributed, except 
redemptions which 
— > reinvested. 

istributed 


per- 
mitted list (c) sub- 
ject to trustee’s 
veto. 


. list 261 cos, 
trustee secs. 
Flexible subject to 
limits in deed, and 
trustee's veto, 


§ 




























Meeting of ial 
may authorise 8 

Inv. Trust Co, 
time after 7 ears f 
formation ot trast 


After 17 Years hold 
may authorise exten 
or earlier ination 
conversion into jp 
ment trust co, 






20(4) | Distribution or converss 


20(a) 
20(a) 


20 


20(a) 
15 


20(a) 


15 


154(b) 


into otber units. 


sion into other units. 


Distributed 


Distributed 


Distributed or 
alternative offer. 








May 13, 1939 


Not stated oe ove 50 


Not stated | Open 


Not stated/ Closed; 4,000 
Not stated |Closed/ 4,800 
Not stated | Open | 4,800 


Not stated | Open | 4,800 


Not stated |Closed | 4,800 


Not stated | Open | 4,800 


Not stated | Open | 4,800 


Not stated | Open | 12,000 
Not stated 
Not stated | Open | 10,000 


Not stated 


Net stated |Closed| 6,000 


Not stated |Closed| 6,000 


800 | Closed} 4,000 


Closed 

Open 
Re- 

Open 


Initial service charge of | Provision fi | 
5% of "a mnie or future! 1 Feb., 1 Aug. 
charge of 4d. per unit. 


Initial service charge, 5%, do. 
of price; annual charge 
4d. per unit. 

Initial charge 6%, of poten do. 
annual charge per 
unit from capi | 


Managers have in each | 15 May, Nov. 
case set aside funds 
with Trustees to Pro- 
vide for Trustees’ fees 


and future euseguaens 
expenses. 15 Feb., Aug. 


15 Mar., Sept. 
1 Jan., July 


15 June, Dec. 
15 Jan., July 


15 Apr., Oct. 


1 Apr., Oct. 
1 June, Dec. 
1 May, Nov. 


1 Mar., Sept. 


Not over 5% in any single | 
security, and not over 

in any single Co., 

of 


in 
| 


| 
Dividend "wandhodins | 
aon ni be made | 


(a) From creation of | 
units. In other cases, 
from date of trust deed. 


Power to omit any secu- 
rity in constitution of 
new units. 

do. 


(c) Not over 5% in any | 
share. No holding over | 
5% of total issue of share. | 
Not over 10% in any one 
branch of industry or | 
commerce. 


Initial charge 4% b 15 Apr., Oct. | Sub-unit holders of Uni- | 


annual charge i ‘of 19 ii% 
of av. v: 

saddest eamecianenge 
accumulated in Trust 


versal F.T. offered ex- 
change into Universal | 
2nd up to Dec. 17, 1938. 

| (6) Trust period termin- 
ates July 24, 1954. 


.| Agent’s commission in- 


ceive ¢ of 1% commis- 


sion on sales. 
7 31 Mar., Sept. 


30 June, 
31 


31May, 30Nov. 


15 Apr., Oct. 


cluded in offered price; | 
but payable on sale of 
sub-units. 


Price includes 2s. capital 


Bonus shares 


Sinking Fund or panel. 
Similar to First Protected 


without capital redemp- 
tion policy. 

Not over 5% in any single 
investment, not over 
24% of total of any one 
security. 


(a) Provided total holding 
of any security does not 


(6) Power to vary or elimi- 

nate any security. 

(ce) But not more ye 3 
any one year. 


(d) But not more than 2 
in any one year. 


Managers prepared 
vise as to amortisation. 
(e) Provided total holding 
of any one 
exceed 20% of total. 


8 securities eliminated. 


a — C—cont. 


Domestic Priority Income. 


Domestic 2nd series. 


NATIONAL 
National “ A.” 


National “ B.” 
National “ C.” 
National “ D.” 
Commercial. 


Gilt-edged. 


Amalgamated. 


Universal. 
Scottish. 
Century. 


National Investment 
Group Certificates. 


National Gold. 


First Protected. 


Second Protected. 


Third Protected, 
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Investors General. 


Investors Second Genera}, 


Investors Gas and Elec- 
tric. 


Provident Investors. 
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ee 


. Arrangements for termina- 
Seen in a . fenast 8 Life of | tion, other than 





ee 


i 
Cumulative or normal 
T : Trust i : 


Type and Trust and 
(years) | of Trust at 
investments tae : ty at end 











15 MOORGATE 
Hundred Satis senses October, 1935 Lloyds Bank ae ae (See above) 100 a — 15 (See above) 
ernment securi ties, securities. (g) 
iron and steel, trans- 
, utilities, stores, 
es mines and 
miscellaneous indus- 
trial. 
. Cumulative | Over 260 | Investment may be 15 After 12 
Investors Flexible ......| August, 1936 | Midland Bank Exec. | Flexible 5 ee um varied within  per- on oe cuthorann 
and Trustee. mines, : mitted list. of transfer of hoklings to 
~ 28 Managers sell 15 After 10 hangs “8 
eid . : indus- | At "s may or 
Savings Unit Trust ...... Jely, 8 eee ae Feen a end gold discretion. reduce any security may ok teen 
mining. and also nominate of trust for up to 21 
up to 3 new invest- or conversion into 
ments in - year vestment trust co. (h). 
bank. 75 ees cen + 21 Distribution version 
P and | November, 1938} Midland Bank Exec. | Fixed; , utili- | Cumulative 1 may or or con 
avseetane Income a ieien ties, au ray indus- for capital sates any ey wy? _o trust oo. 
ference and ord hts sold up to 10 new invest- may terminate if 
shares. distri- ments oe than 150,000 units out- 
buted not to 175). standing. 
ALLIED INVESTORS 
British Industries Ist March, 1934 Midland Bank Exec. | Fixed, with flexible |Share bonuses 25 Reinvested in alter- 20 Distribution or new trust 
Portfolio. and Trustee. provisions (a); gene- | up to 10% | and alterna-/| native panel. 
ral ‘mines, distributed; tive panel 
rail. fully accu- of 10. 
ted 
over 10% 
British Industries 2nd | November, 1934 | Midland Bank Exec. | Do.; general indus- 25 do. 20 do. 
Portfolio. and Trustee. trial, mines, oil, -— or 
of 10. 
British Industries 3rd | November, 1935 | Midland Bank Exec. | Do.; general indus- do. a? do. 20 do. 

Portfolio. and Trustee. trial, § insurance, and alterna- 

mines, utilities. = —_ 
British Industries 4th | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, oils, mines. = alterna- 
ve panel 
of 10. 
Electrical Industries ... March, 1936 General Accident, | Flexible; investment | Cumulative 41 Investment may be 20 do. ses 
i ao og ee. eae aed candi, Trost after 15 years i/ 
cos. and tributed this appears in interest of 
t manu- | at discretion holders. 
a ; | of Managers). 
Metals and Minerals ... | December, 1936 ee pee Sas. a any Bet Capital 40 cos. in ees > 20 puameatien or now wen. 
Tustee. monds, coal, under ternative cos. can termina’ 
See tae | aoe Pehle « 
of ts 1 if fund un- 
. ; Managers. der 100,000 units. 
American Industries ... July, 1938 Lloyds Bank Flexible; U.S. indus- | Cumulative 50 Investment may be 21 
trials (and British eet Gee to terminate after 15 
to 73% maximum 
in company, 
Cumulative Investment | November, 1938 | Midland Bank Ex i Saaeies 
‘ ec. | Flexible; British in- | Cumulative 50 Investment may be 208 do., 

Trust. and Trustee dustrial, = non- initial list ‘ist ee ial Soa000 poh aw 
errous me min- more than ’ : 
ing finance Tai od fad tn one ing. Aster 1999 trastens, 

co.) and within manage, holders 
alternative panel of one- outstanding 
28 cos. units may summon meet 
ing to consider conver 
sion into investment 
trust co. 
KEYSTONE 
ee April, 1933 Midland Bank Exec. | Fixed; gold shares | Distributive 15 10 Distributed 
Gold Producers 2 ...... May, 1934 Midland Bank Exec. Fixed; gold shares | Distributive 10 10 Distributed 
Gold Producers 3 ...... January, 1935 Midland Bank Exec. | Fixed; gold shares | Distributive 20 10 Distributed 
DE sicichiinentsieninntins February, 1934 | Midland Bank Exec. | Fixed; gold shares, | Distributive 20 10 Distributed 
> 20 per cent. in de- 
Group Units:— _ Range. 
and Distillery | March, 1934 Midland Bank Exec. Fixed ; brewery shares| Distributive 4 10 Distributed 
Textile March, 1934 a Fixed ; textile shares | Distributive 13 10 Distributed 
ru: 
Iron, Coal and Steel March, 1934 Bank Exec. | Fixed; heavy indus- | Distributive 16 10 Distributed 





sone eeeenees 


sees 


































Maximum . 
7 Open L aati 
(alts) Closed (%) 
600 | Open |15,000; 20 5 Bearer 7 
(approx.) 
ted | Open 50 § | R Initial service charge, 
— or %. Annual charge, 
ho of value of Trust 
Not stated | Open |45,000} 200 5 | Registered | Initial charge 3% 5 semi- 
annual per 
cent. of value of 
’ or capital. 
Not stated | Open {15,000} 50 10 | Registered | Initial charge 5%; 
dp annual 
At 
Trustees’ 
discretion 
Limited by} Open do. Initial service of 
( 5 spies annua charge 
4 under of Ze of market value 
F “ Other eon 
Partica- 
a nis : 
Registered | Initial service charge of 
: Trustees’ 58%, annual 
if discretion charge of of market 
yt value rust Fund. 
- 
n ” Open Registered | Initial charge 4}% of 
5 or bearer price ; ee 
charge average 
monthly value of fund 
eed ant 
managers b 
” Open Registered | Initial 5 of 
ee | meee aaa 
= curren: 
*; value of fund. 
ng 
ot 
—T- 
nt 
—— Closed} 1,500 | 10 5 | Registered 10% added to cost 
a 2,000 | 10 5 | Registered do 
Managers | Open | 4,000 | 10 5 | Registered do. 
” Closedj 2,000 | 10 5 | Registered do. 
” Closed} 2,000 10 5 Registered 5% added to cost 
” Closed] 2,000 | 10 5 | Registered do. 
” Closed} 2,000 | 10 5 | Registered do. 
” Closed] 2,000 | 10 5 | Registered do. 
” 2,000 | 10 5 | Registered do. 
” 2,000; 10 5 | Registered do. 
= ” 7,500 | 20 5 | Registered 8% added to cost 
oss 
pent 
” 10,000; 20 Registered do. 
3,000,000 4 
bane Open 25 Registered 4 service charge of 


ement or 


Included in service charge] June, Dec. 


Distribution 
Dates 


22 Mar., Sept. | Not over 5% in any one 


company. Not over 24% 
of amount of any one 


issue. 
15 Jan., July. | (4) Dissenters have right 
to demand re-purchase 


of sub-units ; non-dissen- 
ters bound by majority. 


10 Mar., Sept. | Reserve sub-units iden- 
tical with income sub- 
units for capital, but 4 
income put to reserve. 
Such reserves accumu- 
lated at interest ; invest- 
ments to be redeemable 
within 5 years. 





31 Mar., 
Sept. 


may 


managers 
any security and replace 
i: heen itematies pane 
of 10 securities in each 
case. 


30 
J The 


10 ~~ 
10 
eb. 


31 Jan.,31 July; Not over 5% in hoot 
o 


security, not over 
capital of any one com- 
pany to be 


1 June, 1 Dec. | Not over 5% in any one 


company, not more than 
5% of of any one 
security. Reserve Fund 
out of income. 


15 May, Nov. | Cash fund operation. 


10 June, Dec. | A 


Feb., Aug. 
Feb., Aug. 
Feb., Aug. 
Feb., Aug. 


May, Nov. 
May, Nov. 
May, Nov. 
May, Nov. 
May, Nov. 
May, Nov. 


Apr., Oct.’) |Sub-unit holders parti- 


cipate in profits, after 
payment of manager’s 
expenses. 


Jan., July 


May, Nov. | Not over 7}% investment 


in any one 


Other Particulars Trust 


In all four portfolios {| British Industries First. 
eliminate 




























16 MOORGATE 
—(cont.) 
Securities, 


Investors Flexible. 


Savings Unit Trust. 


Investors’ 
Reserve. 


Income and 


ALLIED INVESTORS 


British Industries Second. 


British Industries Third, 


British Industries Fourth. 


Electrical Industries. 


Metals and Minerals. 


American Industries. 


Cumulative Investment 


Trust. 


KEYSTONE 
Gold Producers 1. 


Gold Producers 2. 
Gold Producers 3. 
Rand. 







Group units :— : 
Brewery and Distillery. 


Textile. 
Iron, Coal and Steel. 
Oil. 






Home Rails. 





Stores and Products. 






Keystone Certificates. 






Keystone Second Certi- 
ficates. 
Keystone Flexible. 
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Type of Trust and Comuiative 
character of 


GROUP and Trusts 
managed Date formed Trustee 


October, 1938 | Midland Bank Exec. | Fixed; gold mining Distributed 
and Trustee 


IVE 


British Empire “ A" ... | November, 1933 | Midland Bank Exec. 
and Trustee. 


British Empire“ B” ... | February, 1934 Midland Bank Exec. 


British Empire Cumula- July, 1935 Lloyds Bank 
tive. 


Fixed ; general indus- 


British ire Com) 
ee trial, breweries, uti- 


British Empire First Unit | September, 1936 Lioyds Bank 


May, 1935 Royal Exchange 
Assurance. 


BRITISH EMPIRE— 
SELECT. 


Trust of British Trans- 
port. 


BRITISH GENERAL 
itish General Series June, 1934 General Accident, 
"= Fire and Life. 


British General Series | October, 1935 General Accident, 
"CT Fire and Life. 


First Recovery Martins Bank 


Martins Bank 


July, 1938 


US. 
(and trustee invest- 
ments). 


Commodity Share Trust | December, 1938 


BREWERY 


Cumulative 


July, 1936 


January, 1938 


or or 
Distributive et 


alternative 


over 10%. 
do. 


Flexible; British and | Cumulative 
S industrials 
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Securities 
in panel Treatment of 
or alternative 

investments 


Portfolio only 
changed with ap- 
proval of trustee. 


16; | 
panel 7 | 


Cumulative | Over 160 


23 and alter- | Reinvested in alt. 
native panel b 
of 10. (a) 
27 = iter- do. 
na panel 
of 10 and 


Trustee secs. 
Securities of | Investment may be 
varied 


within 
mitted list. - 236 


26 British 


Investment variable 
26 US. i itted 


within permi 
50%, minimum 
itish secs. and 
cash. 
Group A 37 | Investment variable 
dividend- within 
paying 
Group B 10 


cos. (c) 


one co. or 7, 
total 
share. 


t 
within permitted 
one oo. 2 - 
issue any 
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of 


10(a) 


its for termina- 
tion, other than normal 
provisions for distribu 


ropes “ps 


Distribution or conversion 
_ one Inv. Trust 
agreement, 

and without 
— prejudice to 


Distribution or option to 


exchange into Invest- 
ment Trust Co. shares. 


Trustee or 10% of unit 
holders 


Sold as opportunity offers 
and distributed. 


have discretion 
to terminate after 15 
years. 


Trust deed provides for 
earlier termination if 


Life of Trust variable 
within defined limits. 


do. 
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MaximuM | Open _— Purchene of Certificates, or Service 
size of | or | Units| Sub-units | Bearer or nate ‘ ce Distribution OGiet Penttesien Tent 
Trust to Registered (% ates 
(Units) Unit Initial | SUbse- 
quent 
| 
: me eke KEY. —(cont. 
Not stated | Open | 4,000 = pes ee eet “1% ove | Feb., Aug. | (a) From creation of —- Cou oo 
(includes payment’ to — | 
trustee) on current 
value of fund. 
BRITISH EMPIRE— 
SELECTIVE 
500 | Closed| 5,000 15 1 Registered 5 1 June, Dec. ae British Empire “ A.” 
500 Closed 10,000 30 1 Registered 5 Provisi 1 1 Mar., Sept. British Empire “B” 
under control 
500 {Closed | 5,000 | 20 5 | Registered 7 © Trustens. 1 May, Nov. | (a) But such investment | British Empire Cumula- 
must not increase one tive. 
security by more than 
‘o- 
500 |Closed | 8,000 | 25 5 Bearer 7 15 Mar., June, | (b) No security to be | British Empire Compre- 
Sept., meananed by more than | hensive. 
50% bys investment. 
Power ceases when any 
25 securities have been 
es or partially eli- 
minated. 
Not stated |Closed 50 5 | Registered Initial charge 23% ‘ths of initial service | 1Apr.,Oct | Not over 5% investment | British Empire First Unit. 
charge. 1% Ps. for in any one company. 
Managers and Trustees. Not over 2§% of issued 
amount - original stock 
Limited by| Closed| 4,000 | 20 | 8 | Registered 6 15 May, Nov.| Tene | emmtive © A.” 
Trustee One-third of service 
charge set aside and 
placed with Trustee. 
do. _— 4,000 | 20 5 | Registered 6 15 Feb., Aug. Selective “ B.” 
Not stated | 30 5 | Registered Initial charge, 5% Annual charge, $% of |15Mar.,15Sept.| Not over 5% in any one | Trust of British Transport. 
capital value of Trust company. Not over 24% 
Fund. One-fifth of of res of any issue, 
initial charge placed except Trustee Invest- 
with Trustee. ments. 
BRITISH GENERAL 
500 | Clesed/ 4,000 6} 15 Jan., July | (2) Manager may increase | British General Series “A.” 
‘ folio with consent of 
500 | Open | 4,000 6+ ISA Oct. eT British General Seri Cc 
- ri ties “‘C.” 
= = ™ (b) Not more than 7}% to 
rus be invested in any Co., 
. and not more than 74% of 
Not stated |Closed 5% and } of 1% of mean 15 June, Dec.| capital of one company. | First Recovery. 
market value of Trust. Note.—Series “‘ B "’ closed. 
— oe Cc ” has Similar 
panel. 
2,000,000 | Open Initial service charge, 43% | Annual charge, 3% on 31 Mar., | Not more than 5% in any | Capital Securities. 
“ value of Trust Bana: 30 Sept. one security, not over 
24% of capital of any 
> Cash Fund Opera- 
tion. 
25,000,000 | Open Initial charge 5% plus| Provision made with | 15 May, Nov. | (a) Not more than 5% of | Rubber and Tin. 
> half-yearly charge of Trustee. und in one co.; not 
cent. on value more than 80% in 
Fund. rubber or 40% in tin, 
cash and trustee secs. 
—— Cash Fund ; ; j 
2,000,000 | Open |... Initial charge 43% on | One-third of service | 15 Mar.,Sept. | Cash Fund operation. British American Secusi- 
Inc, at or bearer | price; semi - annual | charge. (0) Addition of 3cos. per- | _ ties. 
rustee’s charge 4% on average mitted each half-year, 
discretion) value of fund (both maximum 26. 
divided manager Power to reserve half 
and trustee). excess earnings over 44% 
5,000,000 | Open |... Initial charge 5% on | Provision’ made with 28 Feb., Cash Fund operation. Gold Share Trust. 
do. price; semi - annual | Trustee. 31 Aug. to reserve excess 
charge 4% on current poems ote a., to 
value of fund ves 
” investments or insurance 
shares, etc. 
(c) Six cos. may be added 
5,000,000 | Open do 31 Jan., July (@) To which 3 may be | Commodity Share Trust 
¥ oon le an., ° - 
do, * added in half-year, to 
maximum of 26, 
N 50% of Brewery Unit Trvs 
one fixed | Open]... 5% calculated on price; | Gilt-edged securities de- | 15 Jan., July | (4) Not less than ° rust. 
Buryearly charge of & | posited with trustees. in brewery ok 
per cent. of mean not more than 5% 
value of fund at x.d, fund in any one security 
date. 
2 Feb. over 5% of Fund aieh eianie oe 
000,000 50 | 5 | Registered | 73% calculated on price ted with trustee |15 Feb., Aug.| Not an 
ose t in any one company. Not} Financial Shares. 
or unit. No annual charge = ) aernes amoun y of a of 
any one issue. 
5,000,000 | Open 15 Jan., July| (@) Also trustee secs. Lia- | British Bank Shares. 
-- | 50 5 | Registered do. do. Jen, July ee for calle mact. bY 
insurance or from trust 
fund, Not over 74% of 
Fund in one Co., or over 
5% of any issue. 
5,000,000 Open |... 50 5 | Registered do. do. 15 Apr., Oct. | (a) 10% of Fund at/ British Insurance Shares. 


least in Trustee secs. 
Not over 74% of Fund 
in one Co., or over 5% 
of any issue. 


(Continued) 
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GROUP and Trusts Date formed 


and Trustee. ference only. 


November, 1934 | Midland Bank Exec. | Fixed; Govt. secs., 
and Trustee. utilities, transport, 


First Provincial “ B " 


First Provincial “ Re- | January, 1936 
serves.” 


UNIT 
INVESTMENTS 
Insurance-Bank. 





July, 1938 















Canadian | November, 1938 Martins Bank se Canadian 
United 
— {a November, 1938 Martins Bank Fixed; U.S. indus- 





Lombard Industrial ... March, 1939 Atlas Assurance 


and Trustee 








(20%) ach oS fee 
- 





i 
10°). 







Ar the end of May last year the total number of unit trusts 
established in this country was 79, a figure which excludes 
British General “ B,” which, in October, 1935, was re- 
placed by Series “ Cc ” with a similar portfolio. Between 
the creation of the first unit trust in April, 1931, and 
May, 1938, the output of new trusts had averaged rather 
over eleven per annum. This performance has been com- 
fortably exceeded during the past twelve months, for no 
fewer than nineteen new unit trusts have been created 
within that time, excluding Supervised Shares Inc. and 
First British “Mutual Fund. The former is an American 
trust company, and the latter, wera) ype 
criticism (see The a oe October 15, 1938), ceased 
to trade last November and returned subscriptions in full. 

Of the nineteen trusts, ten are flexible, while nine 
are either of the fixed type or have powers of strictly 
limited flexibility. The introduction of cash fund — 
—Asapioiys 1 iptoen watuyannats pacer 

wo trusts 0 type ve appanited, Reunsy Door Weleichs 
and Lombard Industrial. The New British Fixed Trust 
(Municipal and General group) introduced the new con- 
ception of a “ unit of investment,” eee in its 

companies. As 







































case, specified holdings in 33 industrial cash 
is received by managers it is invested in successive units of 
investment and the offered price of new sub-units is com- 


puted by taking the replacement value of deposited 
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P.. of Trust and 
en of portfolio 


trustee | Cumulative ret port- 


PRO 
SECURITI. Ee cont: ) s 
ins Bank Flexible ; 
Four-Square .......0+..++++ July, 1938 Martins ag mee 
secs., ord, shares. 
, 1938 Martins Bank Flexible; banks, in- 
ae Insurance ea December, 1 : a : 
Series) trusts, 
vant ea C - March, 1934 Midland Bank Exec, | Fixed; Indust. Pre- 


Cumulative 


Cumulative | 100 _ gilt- 


The Year’s Trust Formations 
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Cumulative 
or 
Distributive 


Treatment of 

Eliminations 
or alternative 
investments 





Tree 
(years) 


15-20 | Life of ariabh 
within deaned tuna 


secant CEE LLL Ln 


tee secs., 19 sec.; 50 fixed int 
fixed int., 46 uities of 100 cos. 
ord. shrs. o 
Cumulative | Initial port- | Permitted list 12] 12-18 do. 
folio 9 banks, | banks, 15 insurance 
12 insur- 114 investment 
ance, 36 | trusts (c) 
invest. trusts 
Distributive 25 Distributive (a) 20 Realisation and distriby. 
tion within three months, 
Distributive 31 sei 20 
Cumulative 51 Distribution or re- 20(c) wy, or contin 
if as invested in panel.(d) , or fav. Trost Ca. 






Managers may terminate 
after one year if less than 
200,000 units outstand- 


in any ©0.; + 8% of 
any share. 


Bonus shares 10 Alternative list of 3 15 do. 
accumulated Canadian secs. 
rights sold. 
do, 10 Alternative list of 3 15 
U.S. secs, 





LOMBARD 
Limited flexibility Unit of in- | Limited power to 20 Managers may terminate 
British industrials. vestment 32 add new secs., with after one year, if less 
secs. pg 3 invest- than 250,000 units out 
t consultants. standing 
Max. 74% in afiy 
co.; 5 any 
share. 
—s ODOX 
écusbiccbsvdeneian April, 1939 ane Bank Exec. | Fixed; 


in each 20 Managers may terminate 


edged, etc. class fixed; trust is after one year if less than 
42 deb. and variable within each 250,000 units outstand 
pret 28 class. Note indus- . If terminated be 
and trials divided into 9 fore Apr. 6, 1944, man- 
ins. ; 110 in classes each of 5% agers to repa equitable 
dustrials ;20 of fund (a) part of initial charge. 


property divided by the number of sub-units in issue and 
adding the ry charge and price adjustment. It 
must be realised that in trusts of this type (unlike the 
original fixed trusts) the managers are not required—ir 
deed, the deposit of cash expressly rules out the he possibility 
—to create complete new units of investment before selling 
new sub-units to the public. The price of the new sub-units 
is computed by the method employed for the flexible — 
and units of investment are consequently built up a 
wo the amount of cath recived and to the plcy of 
directors in acquiring required underl securities 
Within the limit of one complete unit of i Saaeenent, there- 
fore, the managers may pursue what is tantamount to 2 
flexible investment trust policy, at least in the order of 
acquiring the specified number of shares for each invest- 
ment in the portfolio. The Lombard Industrial Trust, 
which was formed in March this year by a new manage- 
ment company, Lombard Unit Investments, is of some- 
what similar type. This trust is also operated on cash fund 
lines, and its unit of investment comprises ed hold- 
ings in 32 industrial concerns. The original unit, as vested 
in the ee divided into 15,000 sub-units for e 
purpose ting price. Consequently, the price has 
been based on the saphienan enerdl Oe ‘deposited a 
perty, divided by the number of sub-units in issue, togeth at 
with the preliminary charge and price adjustment. As in 
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Management or 
“ Escrow” Provision 


Distribution 
Dates Other Particulars Trust 








5 | Registered | Initial harge 74% cal PROVED SECURITIES 
c  calcu- | Deposited with trustee, | 15 May, Nov (b) Trustee —(cont.) 
price » NOV. secs., 15-80 our- 
lated on t <h faeds fant'ie - Four-Square. 


. No who approves amount. 






annual charge. 


900,000 | Open |... 50 5 | Registered | Initial charge 6% ; annual 
5, charge $d. per unit. 


10-35%; equities, 10- 
40 . “ t ” 


shares, max. 35%. 
Power to reserve earn- 
over 3% in an 
ball-year, and to mr 
was' asse 
do, 15 June, Dec. | (c) To which max. of 5 
may be added in any 
year. 
Power to reserve earn- 
ings over 24% in any 
-year. 





Not stated | Open | 5,000 | 25 1 | Registered 5 Proportion of service | 20 Feb., Aug. | (a) If Managers think fit | First Provincial A “9 
— vested in ' 
rustees 
Notstated | Open | 5,000} 25 1 | Registered 5 16 Dec., June First Provincial “ .” 
Not stated} Open | 8,000 | 25 1 | Registered 7 do. 15 Mar., Sept. | (6) Total holding of any | First Provincial “ Re- 
. one security not to ex- | serves.” 





half-y 
issued 
below 100,000 
Open 50 5S | Registered | Initial —<——- 5% ; semi- | ?th of initial charge. 1 Apr., Oct. | (a) To which max. of 2 wie alk” Weenies 
annual charge \,%. may be added in any | Insurance- 
ar. 
Minima of 334% in insur 
ance and k shar 
Power to meet calls from 
trust fund (which must 
exceed 2} times liability) 
or from insurance. 
Open | 2,500; 50 5 | Registered ens charge — Provision made. 1 June, Dec. ies Canadian 
charge, foe Trans- 
Open | 2,500} 50 5 | Registered do. do. 1 June, Dec. oan United Atlantic. 
States. 
: ; LOMBARD 
Open 100 10 | Registered | Initial charge 1%; semi- Provision made 1 Apr., Oct. | Cash Fund Operation. Lombard Industrial. 
annual charge &% be- Annual general meeting of 
tween managers and sub-unit holders. 
trustee. 
ORTHODOX 
Open} ... 50 10 Provision made 15 Apr., Oct. | Cash Fund Operation. 


Registered | Initial charge 6$% on 
ice ; semi-annual 
charge 4% for trustee, 
expenses of trust, and 
surplus to managers. 


the case of the New British, the managers are required 
under the trust deed to acquire successive units of invest- 
ment so that the acquisition of each unit is completed 
before any part of a further unit is acquired. There is, 
however, a proviso that if funds forming part of the 
deposited property permit of the simultaneous constitution 
of more than one unit of investment the requisite number 
of units may be acquired concurrently. 

Fixity, however, has not been limited to portfolios. The 
latest unit trust, the Orthodox Unit Trust, maintains fixed 
ee between various sections of its portfolio. Thus 

0 per cent. of the fund must be in gilt-edged, 15 per 
cent. in debenture and preference shares, 10 per cent. in 
bank and insurance shares, 45 per cent. in industrial 
Cquities (split into nine sub-sections of 5 per cent. each) 
<sagp Hj cp apa 6 epee 
section, the managers are free to vary their invest- 
ments within the range of the permitted list and of the 
Permitted proportions. The Orthodox is the first trust in 
= diversification has been given such specific form. 
review of the series of conversion offers to unit 
holders to exchange into shares of managed trust companies 
papi uded in last year’s Survey on page 22 showed that, after 
in initial success, the attraction of such offers was short- 


lived. It was suggested in the course of last year’s dis- 
2 feeb, the result of an offer to vary a fixed trust into 

form would be of interest. This suggestion was 
followed in November by the offer from the National group 


to holders of Universal Fixed Trust certificates to exch 

holders ange 

Tmat holdings for Universal Second units, a new flexible 
a wider range of permitted investments. The 


e 
ceed 24% of the total 


(c) Prior termination if 
number of sub-units falls 








(a) Holding in any sec. | Orthodox. 
limited to 24% of trust 
and 5% of issue. 








“ flexing ” of this trust was performed quite simply (apart 
from the legal technicalities involved) by the execution of 
a supplemental trust deed. Out of a total issue exceeding 
£4,500,000 in the Universal Trust at the time of the offer, 
holders of units valued at some £1,200,000 elected to 
exchange into the flexible trust. A source of possible market 
inconvenience and danger to a fixed trust of this size is 
illustrated by the fact that the managers, by the date of 
the offer, had come to control 10 per cent. of the total issue 
of one of the shares included in the portfolio. From the 
date of the offer (November 22, 1938) until the closing 
date for acceptance (December 17, 1938) the two port- 
folios were maintained on an identical basis. 

One of last year’s innovations was the provision of 
savings facilities through the medium of unit trusts. Some 
trusts already formed a year ago had optional powers to 
reserve part of the trust income arising in any distribution 
period. This feature, however, has been carried a con- 
siderable step further in two new trusts in the Proved 
Securities group, Four-Square and Bank, Insurance and 
Financial Shares (Second Series). The trust deed of the 
former gives the managers power to place any excess of 
earnings over 3 cent. in any half-year to reserve, 1.¢. 
to increase the capital value of the trust fund by ploughing 
back earnings to that extent. The Bank, Insurance and 
Finance (Second Series) deed gives the managers power to 
reserve excess of earnings over 24 per cent. The Cumula- 
tive Investment Trust (Allied group) specifically limits 
half-yearly distributions to five-sixths of the income 
received by trust. i are 

The technique of reserve provisions has been applied in 




















































Bank, Insurance and Fin- 
ancial Shares (2nd series). 
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a more developed form to the Investors Income and Reserve 
Trust (Fifteen Moorgate group). Unit holders in this trust 
have the option of retaining their holdings in the income 
section of the trust or in the reserve section of the trust. 
The former is, in general organisation, a fixed trust of the 
now familiar type. The reserve sub-units, which are based 
on the same fund of underlying securities, receive only 
three-fifths of the income attributable to them from the 
earnings of the fund in any half-year, and the balance 
is held in reserve. ts accumulating in the reserve 
fund are naturally kept aside from the trust itself and may 
be invested, at the discretion of the managers, in British 
‘Government and Corporation stocks with not more than 
five years to redemption at a price, including expenses, not 
exceeding par. If, in the event of a fall in market 
values, the aggregate value of investments (and cash) in- 


‘cluded in the fund should fall below the total sums due to 


reserve sub-unit holders, the managers undertake to apply 
the half-yearly charge of 33; per cent. of the trust fund to 
offset any depreciation in priority to general management 
purposes. The savings appeal was also stressed in the for- 
mation of the Savings Umt Trust (Fifteen Moorgate group). 
Although this trust has not adopted any reserve provisions, 
the managers introduced the 2s. basis for the sub-units in 
order to enable investors to purchase additional sub-units 
from amounts received at half-yearly distributions. 

A new group, Unit Investments, has been responsible for 
the issue of three trusts during the past year. The British 
and Dominion Insurance-Bank Trust represented a further 
addition to a field which, on the face of it, seemed already 
well ploughed. In December this group formed what may 
perhaps best be described as a duplex trust, the Trans- 
Atlantic Unit Trust, Canadian Series, and United States 
Series. In effect, these are two separate trusts, but (like the 
six Group Units in the Keystone group) they were con- 
stituted under one trust deed. Each of the trusts had a fixed 
portfolio limited to ten securities with short alternative lists 
of three securities for each series. 

Expectations of market in dollar securities, in 
fact, played a considerable part in determining the course 
of unit trust formations last year. In addition to the two 
trusts in the Trans-Atlantic series just described, the Allied 
Investors group formed American Industries Trust in July, 
1938, while the British General group formed a mixed 
trust called British and American Securities. The American 
Industries booklet stresses the powers of the managers to 
“cash in” on capital appreciation by converting holdings 
of dollar securities into British Government securities or 
by realising the trust funds and distributing them to unit 
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holders as a return of capital. The British and Amer; 
Securities Trust has an authorised list of investments ig 
26 British and 26 American companies, within which jt js 
free, subject to certain limitations, to invest. The 
however, must not hold more than 50 per cent. (by value) of 
its resources in shares of American companies at any time. 
These various formations, holding interests in American 
securities, were assisted by the temporary removal, on Feb. 
ruary 1, 1938, of the Treasury’s request that American 
securities should not be acquired for re-sale in this country, 
Each formation, however, appears to have been requested 
by the Treasury to limit its purchases of American 
securities to £500,000 —— value—although total cash 
sales of units, after allowing for charges, etc., and for the 
inclusion of non-dollar securities, might of course exceed 
that figure. It is understood that, so far, the Treasury has 
not modified this request, despite the re-imposition of the 
foreign issues embargo on December 20th and the Chan. 
cellor’s recent expression of hope that British investors 
would realise the undesirability of acquiring holdings of 
foreign securities for private investment. Hence, the trusts 
are still free to constitute new units. Their selling activities, 
however, have been limited by the official request that no 


* Press advertising shall be carried out, although the merits 


of respective trusts may still be advocated by their sales 
representatives. 

The National group struck out on a new line in intro- 
ducing last December the shares of Supervised Shares, 
Incorporated—an American-managed investment company 
of the Boston type, which is not included in our directory 
table for this reason. To undertake the business of market- 
ing these shares the National group formed a management 
subsidiary, London and Boston Securities, to purchase 
holdings in Supervised Shares, Incorporated, and to re-sell 
them in this country. The offer for sale of Supervised 
Shares, In ted, was fully summarised in The 
Economist of December 10, 1938. It was issued subject to 
an undertaking given by London and Boston Securities to 
the Treasury to discontinue the sale of Supervised Shares 
upon request from the Commissioners. It is understood 
that this request has recently been exercised. 

Other trust formations last year include Keystone Gold 
Certificates, the Gold Share Trust (British General group) 
and National Gold Share Certificates. The Keystone group 
has, of course, specialised upon gold trusts, but in the case 
of the National and British General groups they represent 
a new departure. The list is completed by the inclusion of 
the Commodity Share Trust (British General) ad 
Domestic (Second Series). 


Appropriation—Cash Fund Controversy 


In March, 1936, when the Government appointed the 
Anderson Committee “to inquire into fixed trusts in all 
their aspects ” the day of the flexible trust was just dawn- 
ing. Of the 56 trusts created at that date, only six had a 
flexible investment power. By July, 1936, when the Com- 
mittee reported, the number of flexible trusts had increased 
by ten, and the fixed trusts by only one. During the Com- 


two types, secondly to discuss their claims and objections, 
and thirdly to attempt to reach some broad conclusions. 


EVIDENCE-IN-CHIEF 


I. Appropriation Trusts 
“ Appropriation ” is the name applied to the method by 
which a trust fund is built up by the deposit of securities 
with the trustee. To take the simplest case—that of the 
original type of fixed trusts—the fund grows by the appro- 
priation of securities in quantities defined by the trust 
deed. As each block of securities is deposited, the corre: 
sponding number of sub-units may be issued. A state of 
mechanical equality is maintained between new and exist- 
ing sub-units. When the method is applied to a flexible 
fund, however, differences arise. The fund is first const- 
y the deposit of securities, and the managers hold 
ts issued agai i iti 
sale. In 
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More than 10} million sterling invested ye More than 1} million sterling distributed 


FIFTEEN MOORGATE 
UNIT TRUSTS LID 


Managers of 


INVESTORS’ GENERAL TRUST* 
INVESTORS’ SECOND GENERAL TRUST 
INVESTORS’ GAS & ELECTRIC TRUST* 

INVESTORS’ GOLD SHARE TRUST 
SECURITY FIRST TRUST* 

HUNDRED SECURITIES TRUST 

PROVIDENT INVESTORS’ TRUST 

INVESTORS’ FLEXIBLE TRUST 

SAVINGS UNIT TRUST 


Security Trust Managers Ltd 
15 Moorgate, London, E.C.2 


Managers of 
INVESTORS’ INCOME AND RESERVE TRUST 


Full particulars of all these Trusts are given in the official handbook E.75 which is 
the basis of all transactions, and which can be obtained from Fifteen Moorgate 
Unit Trusts Ltd. 


15 Moorgate, London, E.C.2 


* These trusts are now closed and sub-units can only be 
obtained as and when offered for sale by existing holders. 
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THE 


NATIONAL GROUP 
OF FIXED TRUSTS 


As the largest unit trust organisation in the 
country, the National Group of Fixed Trusts 
Limited caters for every investment need. 


eat pr neeenee: 
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DIRECTORS: 


Rt. Hon. Sir Arthur S. T. Griffith-Boscawen, P.C., J.P. 
(Chairman) 


Sir George C. Hamilton, Bart., J.P. 

G. C. Cassels P. Garratt, F.C.A. 
T. Mason Macquaker, M.A., B.L. 
Lt.-Col. F. J. Popham, D.S.O. (Joint Managing) 
F. A. L. Wood (Joint Managing) 


* eae 


Operating and management companies controlled by the National Group 
of Fixed Trusts Limited :— 


National Fixed Investment Trust Limited 
Commercial Fixed Trust Limited 
Amalgamated Fixed Trust Limited 

Protected Fixed Trusts Limited 
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Re-investment Trust Managers Limited 
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London and Boston Securities Limited 
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Booklets describing the Units of the National Group may be obtained 
from any bank, stockbroker, or by writing direct to 


125 PALL MALL, LONDON, S.W.1 


Telephone: Whitehall 4884 
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each of the underlying securities by a given proportion for 
din 

sue accordingly, is to augment the fund, not 
by introducing specified proportions of the existing 
securities in it, but by depositing new securities bearing 
the same relationship to the existing value of the fund as 
the proportion which the number of units which it is desired 
to create bears to the total in issue. To put the matter 
simply, if the fund is valued at £1,000,000 and one million 
units are already in issue, the creation of a further 100,000 
units involves the appropriation of securities valued at 
£100,000 to the fund. x : 

When we turn to the precise technique by which appro- 
priation is carried out, however, complications immediately 
arise. The appropriation method, it will be seen, works in 
specie, and authorised securities must be added to the fund 
upon an identical basis of valuation with that used for 
valuing the existing securities in the fund. But the process 
of appropriation is not identical with the process of costing 
the price of the unit at which managers are prepared to 
deal. For costing the price of units it is essential to value 
the fund, as it exists, by the replacement cost of securities 
contained in it and, after adding the necessary sums for 
accumulations and charges, to divide by the number of 
units already in issue. The resulting figure is then rounded 
off to, say, the next threepenny multiple, and the offering 
price of the units is thus produced. Correct pricing clearly 
involves the use of the closest prices at which purchases of 
the underlying securities can be made in the market. 

Now, assuming that pricing is carried out accurately and 
conscientiously, how is the unit holder in an appropriation 
trust affected firstly, by the process of appropriation, and 
secondly, by transactions in underlying securities? 
From the preceding summary, it will be clear that the pro- 
cess of pricing and the process of appropriation are quite 
separate. Pricing involves the costing of units already in 
existence, of which some are held by the public, and the 
balance held by the managers as their stock-in-trade. It is 
when that balance falls to a low level that appropriation is 
necessary to augment the fund. And the essential element 
in proper appropriation is not so much the absolute level 
of prices at which the existing fund and the new securities 
are valued, as the establishment of proper proportionate 
relationships between those prices. In theory, a completely 
arbitrary set of prices, at quite different levels from those 
used for pricing, could be used for appropriation, always 
provided that the proportionate relationship between new 
securities and new units is strictly maintained. In practice, 
the price basis used may differ. For example, the Trust of 
Insurance group, which may be considered the leading 
exponents of the appropriation method, employ market 
dealing prices for the daily costing of sub-units and middle 
Official List prices for appropriation. Can any disadvantage 
or advantage accrue to the unit holder from this difference 
in basis? The answer is that under certain conditions, 
differences may arise, though they are likely to be small. 
Further, they have no bearing on adventitious profits 
accruing to the managers. If the mean Official List prices 
are slightly higher than the dealing prices which have been 
employed in the costing sheets, and the securities to be 
appropriated form a relatively high proportion of the exist- 
Ing amounts of the same shares already in the fund, the 
— is ° be increased to a somewhat smaller extent 

w ctly required to maintain proportionate 
ac Connbaaaay, if there is a ree negative 
difference between the Official List mean price and market 
dealing prices, the fund may gain slightly more than the 
increment to which it is properly entitled—subject to the 
Same proviso. But as the fund grows, and presuming 
that the actual shares appropriated outweigh neither in 
type nor amount those already in the fund, such differences 

e smaller. It should be noted, first, that they affect 
only those unit holders who are already participating in the 
fund; secondly, that the “ watering ” or “ boosting ” of the 
fund by this difference in price basis will be extremely 
ployment of the artes dealing pics Geeviset doe Gay 

t ing prices ided that 

‘can _be conveniently used) would avoid this ionimenaee 
These differences on appropriation, so far as they 
develop, are, however, of a totally different order from 
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differences which may accrue to the managers on account 
of margins between the price paid for new securities and 
the prices at which they are included in the daily costing 
sheets. If, in an appropriation trust, the unit is over-priced, 
compared with the current market price of the underlying 
securities, the excess will accrue directly to the managers. 
If it is underpriced, the reverse will apply—the managers 
will bear the loss. Hence, the question whether managers of 
appropriation trusts are in a position to derive profits as 
principals from dealing in the underlying securities 
depends upon the existence of a consistent bias which raises 
the market dealing prices which are (or should be) used 
for the daily costs sheets above the actual prices at which 
the managers can obtain the underlying securities. 


II. Cash Funds 


At this point, it is convenient to leave the discussion of 
the appropriation method uncompleted, in order to 
examine the general basis, and rival claims, of the cash 
fund method. The essence of the cash fund is that the 
managers immediately make over to the trustee for deposit 
in the fund the actual cash sum realised from the sale of 
units, less the managers’ initial service charge. In the case 
of the Municipal and General group, the price adjustment 
also accrues to the fund, but in several other instances cash 

d managers retain the price adjustment in addition to 
their preliminary charge. Having made over the net cash 
proceeds of sales, therefore, the interest of the managers, 
as principals, ceases and the fate of the investors’ cash is 
a fate shared in common with the rest of the fund. If 
the managers have made an error in costing the unit, that 
error will be reflected in the value of the fund, but it will 
not accrue to the advantage or detriment of the managers, 
as in an appropriation trust. Once the sales proceeds have 
been merged in the fund they may be invested, within the 
authorised limits permitted by the trust deed, either imme- 
diately or after an interval dictated by the managers’ 
judgment and the investment opportunities which may be 
open. If, in the meantime, the market dealing prices of the 
underlying securities have fallen the cash sum originally 
deposited will purchase a greater number of shares. If they 
have risen, the unit holder will acquire a less than pro- 
portionate share in the underlying securities, compared 
with the position of the fund as it existed when he pur- 
chased his interest. Throughout, the fund is credited with 
cash from net sales and accumulations, and the costs of 
acquiring further securities fall exclusively upon the fund. 
Hence the managers have neither advantage nor disadvan- 
tage in purchases of the underlying securities for the fund. 
Nor are they interested in errors of prices, except in so 
far as they may incidentally affect the size of the pre- 
liminary charge. 

The method of operation, it will be seen, has the merit 
of simplicity, uncomplicated by the dual process of pricing 
and appropriation. The daily value of a cash fund is easily 
computed, whether it is fully invested or not, though com- 
plications arise in the treatment of accumulated dividends. 
In the majority of cash trusts, both capital and income 
items are merged into the fund, and at each distribution 
date it becomes essential to segregate the two parts. In 
pricing the unit, capital and income rank equally—they are 
both part of the fund. Hence no adjustment in the price is 
required for accumulations. But at the end of the dis- 
tribution period income must be segregated from capital. 

The actual methods by which these adjustments are 
made by the Municipal and General group were examined 
in detail in our 1937 Survey, page 12. They involve the 
apportionment of dividends received during the distribu- 
tion period over the number of units in issue at the 
different account days during the period. Adjustment is 
also made to cover cases where full dividends have been 
received on securities held for only part of the period, or, 
conversely, to allow for dividends which are estimated to 
be due for distribution, although they have not actually 
been received by the fund. 

This complication, however, is incidental to the main 
differences of principle involved in appropriation and cash 
fund trusts. The respective claims for the two systems may 
now be summarised. For the appropriation trusts, it is 
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argued that the purchaser of a unit “obtains what he 
bought ”—an interest in existing units or, in the case of 
newly-created units, an interest in securities strictly equiva- 
lent to existing units. Proportionate identities are main- 
tained when new securities are appropriated. Further, 


appropriation managers claim that merely because they are’ 


put on risk in the underlying securities, they must exercise 
the greater diligence in pricing their units, and that if they 
benefit from adventitious profits on dealings in underlying 
securities, they are also exposed to ahe risk of loss, if the 
market moves against them. 

For the cash trusts, it is argued that the immediate 
deposit of the net proceeds of sales (with or without price 
adjustments) removes any possibility that the managers will 
be in a position to obtain adventitious profits, and that this 
method thus satisfies the apprehensions of the Anderson 
Committee on the score of the dual capacity of the 
managers. Once the price has been determined, whether 
it is a fair and accurate price or not, the benefit or dis- 
advantage applies to the trust fund and not to the 
managers. As for investment opportunities, cash fund 
advocates claim that the holding of cash enables the 
managers to take advantage of the market trend in order 
to invest the fund’s resources most advantageously, 
although normally the amount of uninvested cash retained 
by the fund is likely to be small, since competition requires 
the maintenance of a comparable degree of earning power 
with other trusts, and careful buying to conserve or im- 
prove the capital position of the trust. 


CROSS EXAMINATION 


Now we may turn to counter-objections. In favour of the 
appropriation trust method, it has been objected that the 
unit purchaser in a cash fund may not “ obtain what he 
has bought.” His original subscription is based on the state 
of the fund (securities plus cash) at one given time. When 
it is invested the fund may differ from its original state. 
This difference is bound to arise unless the cash fund 
is kept fully invested from hour to hour, and that is un- 
likely in practice. Secondly, it is argued that merely 
because the managers have no interest, as principals, in 
what happens to the fund after new subscriptions have 
been made to it, their investment policy may be less per- 
spicacious than that of appropriation fund managers. It 
has been expressed that the cash fund method is apt to 
put a premium on inefficient buying, and stress has been 
laid upon the risk that, where the managers have to operate 
in a narrow market, the manager of a cash fund who has 
money to invest may find the market putting up prices 
against him, whereas the appropriation trust manager is in 
a position to accumulate securities in advance of the public 
demand, at economical prices, which he can then consti- 


It is argued, further, that cash fund managers who resort 
(as managers of both types of trusts frequently do) to reci- 
b Ta 1ents, may have to pass orders for 
underlying securities without the closest to prices 
paid, since these are at the charge of the fund. And in cases 
where the orders are passed to a small provincial market, 
and can only be satisfied by shunting back or all of the 
business to London, one commission a half may be 
paid. For an appropriation trust, the extra cost falls upon 
the managers; for the cash fund it falls upon the trust. 
Further, to the charge of acting as principal in securities, 
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accrue to the trust. But, in each case, the purchaser wij 


lose. 

Finally, the objections of the cash fund proponen 
the appropriation method may be briefly smentiomeen 
centre on the view that, if the unit is over-priced, or if th, 
fund is valued on unduly high prices for valuation 
purposes, the managers stand to benefit from the Price 
difference, though it is conceded that if under-pric 
occurs they also stand to lose. It is also suggested that the 
opportunity available under the appropriation method tp 
obtain additional profits from security dealings may be 
factor in determining the choice of securities bought fo, 
the fund. 


SUMMING UP 


We have been at pains to set out the general claims 
and objections which have been applied to appropriation 
and cash funds. It now remains to attempt a summing up 
based on the evidence, as objective as it can be made 
which is given above. First and foremost, the importance 
of proper pricing in both systems is evident. If the bes 
interests of the unit holder are to be served, it is imperative 
that proper pricing should be equally employed in each 
case. Secondly, both managers are on common ground, as 
principals, as soon as they set up revolving funds in order 
to re-sell units tendered back by original purchasers, and 
are not in process of adding to the size of the fund. Profits 
made from the operation of revolving funds are profits 
made as principals, though in units and not in underlying 
securities. The difference here is that appropriation fund 
managers may be “bulls” of newly-constituted units, 
whereas cash funds managers are not, and the exact conse- 
quences of this difference depend upon the relation be- 
tween the turnover of newly-formed units and the turnover 
of revolving funds. 

Hence, the true distinction between the two types distils, 
in the end, to the original method of pricing units. We 
have seen that, so far as the managers of appropriation 
trusts make adventitious profits on underlying securities, 
they arise in the pricing process, and not in the appropria- 
tion process. Hence, the important factor in appropriation 
trust management is to ensure that the prices used for 
costing are kept in strict relation to those at which the 
managers are in a position to buy further holdings of 
underlying securities. In shares with a free market, the 
margin between dealing prices quoted on the Stock 
Exchange and those at which business can actually be 
transacted is not likely to be wide. But what happens when 
the shares in question do not enjoy a free market? In such 
cases the claims of the appropriation method, which 
permits the prior accumulation of securities in the fund 
and enables the managers to obtain advantageous offers of 
stock, have been frequently stressed. In illustration of the 
point, we may quote extracts from the account of the opera- 
tion of the Trust of Insurance Shares group by the manag- 
ing director, Mr George Faber, in the Banking, Insurance 
and Financial Review published by The Financial News on 
April 3, 1939. After stressing the limited marketability of 
bank and insurance shares (and presumably i 
trust shares would also be covered by his 
Faber proceeded : — 

The maintenance of a free market in these various. HA 


} is entirely new. B 
é It is based on the fact that although on any given day 
it is impossible to buy or to sell blocks of shares of all 
banks and insurance companies, dealings can always be 
in some 
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OLD PROVERB 


Good advice on investment matters should be based upon 
experience. Often experience is expensive. An investment 
that has proved its income capacity through good times and 
bad times is ‘‘ beyond price.” 


FIRST PROVINCIAL 
UNIT TRUST Certificates 


offer to investor a choice of three alternatives: 
An investment in Unit “A” series comprising 26 cumulative preference 
shares (the soundness of which is unimpeachable) carrying a return of 43%. 


A holding in Unit “B” series which produces a yield of 7}% from 32 
government and ordinary commercial securities : 


An ‘investment in ‘‘ Reserves ” Certificates comprising 50 first-class British 
Commercial & Industrial Securities—all chosen for their strong reserves 
position, and yielding 63% or, 7 

a joint holding of “A,” ““B” and “ Reserves ” series producing the average 
yield of 63%, the “spreading ” principle being the same in each case. 

The Midland Bank Executor and Trustee Co. Ltd. act as Trustees for the 
Certificate Holders, and collect and distribute dividends earned for all Units. 


A booklet giving full information may be obtained from any 
branch of the Midland Bank Ltd., any Stockbroker, or direct from 
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7 TN TRUST LIMITED 
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Member of the Unit Trusts Association ©“ - 


Greenwood. 
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BREWERY 
UNIT TRUST 
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The Brewing industry 
is one of 
the most firmly established 
in the country with 
enormous earning power 


and reserves 


Over eighty leading companies are included in the portfolio of 
Brewery Unit Trust, whose Units afford a carefree investment. 
TRUSTEE : MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


For particulars write to 


BREWERY TRUST MANAGERS LTD 


67 Basinghall St., London, E.C.2 Telephone : Metropolitan 5614 
DIRECTORS 

Sir Herbert E. Morgan, K.B.E., Chairman The Rt. Hon. Lord Eltisley,. K.B.E. 

The Rt. Hon. Lord Annaly Randle F. W. Holme 





The Hon. Charles R. Strutt 
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be declared, no stiffer test of marketability is likely to be 
encountered than that of last September. Free dealings in 
banking and insurance units took place throughout the 
crisis, even in the absence of prices for some of the 
underlying shares. Prices were obtained for as many shares 
as possible; the average percentage fall from the previous 
day was worked out for each group of shares and any 
shares not quoted were to have fallen by the 
same proportion and the price of the units calculated 
accordingly. 

This statement throws important light upon the 
mechanics of pricing in the case of appropriation trusts 
where free dealings in the underlying securities are difficult. 
The Trust of Insurance group, it would appear, has de- 
veloped into an ancillary market for the shares which rank 
among the permitted investments of its several trusts. The 
managers .. . “usually get the first refusal of any large 
blocks of shares... . The managers then buy the shares 
for the trust fund at an agreed price and, if it suits them, 
in large quantities.” It may be assumed that this method 
enables the managers to buy at much more advantageous 
prices than if they were compelled to take the buying 
initiative and approach the market with orders in their 
hand. But since dealings in these types of securities is 
frequently so narrow, it is necessary to reconcile the special 
buying opportunities available to the managers with the 
dealing prices which are called in the market for the same 
shares. Where the shares concerned are “ put through 
the market,” it is to be presumed that dealing prices are 
adjusted to the new basis promptly and adequately. Pro- 
vided that dealing prices are so adjusted by the normal 
market mechanism, the unit purchaser derives benefit from 
the exercise of the managers’ specialised buying function. 
In any other circumstance, scope for adventitious differ- 
ences between cost of securities and prices employed for the 
daily valuation of units might arise. 

How may these differences be limited? Are they exten- 
sive in practice? In the first place, they emphasise the 
necessity for the most scrupulous costing, and no better 
method of costing has yet been devised than the use of 
dealing prices certified by a member of the Stock Exchange 
on each daily price sheet, and established with diligent 
inquiry. Secondly, it is reasonable to suppose that the 
trustee, even though he may hold himself out as a mere 
custodian, would raise questions if a continuing and sub- 
stantial bias in favour of the managers were to appear 
between actual purchase prices of underlying securities 
and the price which they employ in the daily costing 
sheets. Thirdly, the importance of regular appropriation 
cannot be over-stressed. So long as anticipatory purchases 
of securities are kept in reasonable relation with subsequent 


Unit Prices and 


AN earlier section of this Survey has related how, for the 
second in succession, the unit trust movement ex- 
panded its net sales despite adverse Stock Exchange condi- 
tons, and, on balance, provided a welcome increase in the 
volume of business coming to the market. How have unit 
Prices themselves fared? To examine individual price 
movements for one hundred trusts is a Herculean task, 
and one which would hardly permit general conclusions 
regarding the success of the movement, as a whole, in 
beating the market averages.” On the other hand, to 
assemble a miscellaneous collection of unit trust prices 
within a single index number would unfairly ignore the 
Specialised character of many trusts. Again, if extensive 
changes occur in flexible trust portfolios, these may change 
the balance of the weighting in comparing price move- 
ments of trusts with a representative investment index. 
Certainly, it is necessary to distinguish at least three 
Categories—fixed trusts, open and closed, and flexible trusts. 
For each of these ps price index numbers have been 
calculated, in the ioe two cases on the basis December, 
1935 = 100, and in the third case June, 1936 = 100. 
Actuarial perfection is scarcely possible in devising index 
numbers of this kind. In the case of closed trusts, an 
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sales, and are appropriated to the trust fund at regular 
intervals—it may be inconvenient to appropriate daily, but 
the best practice would certainly not allow appropriation 
to occur at greater intervals than a Stock Exchange 
account—the differences accruing to the managers in 
respect of underlying securities are likely to be minimised. 
There is a further safeguard, which has been adopted by 
the Trust of Insurance group. Purchases of securities for 
the trust are bought in the name of the trustees, and fall 
to be appropriated, at the longest interval, within one 
account. After appropriation the managers are bulls, not of 
underlying securities, but of units, as any manager of a 
revolving fund must be. Their profits, positive or negative, 
on the securities vested in the trust arise through differ- 
ences in the original cost of acquiring the underlying 
securities and the prices at which the resulting units are 
subsequently sold. 

Finally, the opportunity for realising profits from deal- 
ing in underlying securities depends, to some extent, upon 
the degree to which the managers pursue flexibility. A 
flexible trust which grows with the steady diversification 
akin to a fixed trust (though its range of diversification, of 
course, may be larger) can be distinguished from the 
flexible trust in which changes are few. This point has 
been well put by Mr W. Piercy: * “ There is a flexibility 
which, in substance and underlying intention, amounts to 
nothing more than a certain plasticity in the Trust Fund, 
intended to enable a specialised Trust to be built up with- 
out undue difficulty in markets which may sometimes be 
narrow—no doubt also with an eye upon current variations 
in the valuation of securities during the period of building 
up the Trust. . . . It all depends on the emphasis which 
is laid upon the factor of ‘ Management,’ so-called.” 

In the last resort, the answer to the appropriation and 
cash fund controversy depends upon the honesty and com- 
petence of the management concerned, encouraged by the 
watchful eye of the trustee. Each method has certain 
advantages; neither is perfect from every point of view. It 
is unlikely that the Board of Trade in devising conditions 
under the Schedule of the “Sharepushing” Act under 
which unit trusts are to trade, will seek to draw any vital 
distinctions between the two systems at the outset. But, as 
the Board’s experience of unit trusts increases, it may 
happen that, at some future date, it will feel prepared to 
provide authoritative guidance to the investor on this 
important matter. The importance of devising informative 
accounts relating to the manager assumes great significance 
in this connection. 





_ * In the preface to “Unit Trusts and How They Work” by 
Messrs Rosenheim and Merriman. (Pitman.) 


Falling Markets 


adjustment is required to reduce all prices before closure to 
a “bid” basis; otherwise the index would be artificially 
depressed when closure occurred, by the shedding of the 
loading charge and the price turn on the underlying secu- 
rities—a difference of the order of 2s. 6d. per £1 unit. 
Again, adjustments are required when, for any reason, the 
managers temporarily quote bid prices only. Moreover, 
the dealing margin may vary for open trusts, according 
to the condition of the market and the manager’s position 
in units. Finally, the number of trusts in each category 
varies from time to time, and calls for the employment of 
the chain index method. 

All these factors must be taken into account in preparing 
the raw material for the index numbers, and in the process 
a certain—though limited—arbitrary element is introduced, 
which is avoided in the Financial News and Actuaries’ 
ordinary share indices. The results (which are compared 
with the latter indices) are set out in the tables at the 
foot of page 34. 

Comparison between the closed and open fixed trusts is 
distinctly interesting. During the second half of 1937 the 
closed trusts began to display their superiority in resist- 
ing falling prices, and this superiority has again been 
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Particulars of Management Companies 





Managing “Registration || Total Seamtety 
Company Trusts Managed (0) Date of Bush Fold-og Names and Descriptions of Directors or Principal Shareholders and Interests 








Hartley Withers, writer; Charles Harold Bernard Evelyn Trust, Ltd., £1,200 ord.; Met. 
Vernon, man. dir. of C. Vernon & Sons; Hennell (Sec.), poltan arehouses 

Edgar Marzetti; Doug’ oolger, . C. Parker . G, » S 

CA; E.S. Baring-Could, dir. Reserve | (Man.) $00 ord., £100 det.; C. H. Vernon 

Securities. . S. 425 ord., £60 def: 


Allied Investors | British Industries oie. 2. 7,00 ord. 
Fixed Trusts, Ltd.| Ist 5) July 4, 1938 gode 
Do. 40,000 | 
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Brewery Trust | Brewery Unit Trust Dec. 8, 1938 L 
Managers, Ltd. Gocemaiy enpaneped f Dex 8) 1938 4,000 ord. 









hl taleensigherbsicioietiliahitethemlininensbitedhindeterssiisomiee 
Sir Herbert Edward Morgan, K.B.E., diz | H. Armstrong |Barclays Nominees (Angel Court), 
“Smith's Potato Crisps (1929); Randle pret, £200 Sets Pen hee Palsy, fim 


by London $00 def vyaes Wilson Holme, solicitor; Hon. pref.; University & Caledonian Trust, 
Charles Richard Strutt, dir., London & £200 pref., £3,998 ord., £300 def. 
ae Investment Trust ; Rt. Hon. 
Lord Annaly, dir. Road T: & 


Gen. Ins. Co. ; Rt. Hon. Lord E} , dir. 
Edmundson’s Electricity Corporation. 
















Sniebe andl | dis Gaede Dhemenees Sete. dee Siemans (Xtnmenheten| Quandt Bieemteeen) GASES fed Oe “A® 
}? . British General | British General‘‘ A” une 20, 1 ee [Ses eumnnns Raley fin. 5 Im Thomas Askew | Branch N 100 bs “a” 
1s Fixed Trust, Ltd. | Do, “ B” {6} Jan 10, 1999 rust ; Sir George Cochrane y, | Newham ord.; Control omnes 1,60) pa 
i Do. “* C 2 oN dir, Bengal-Nagpur Railway; Thomas John T. eee pref., £1 
Be B : First Recovery ord. Askew Newham, dir. Specialised Unit ord., £3“ A” ord.; J. Strutt, 
Re associated with Trusts; Edward Joliffe Strutt, dir. pref., £19} ord., £58 “A” ord. 
a ii ee eS. 
| Securities ital Securities (a) Apr. 8, 7,500 Sner Vee. EEE, Do. Branch Nominees, £4,100; North of Scot- 
rust, Ltd. itish & American | (b) Dec. 7, 1998 “a, Peg tugh ‘Tater, dic land Bk., £500; lest Nominees, £500. 
Secs. Fisher and Ludlow 
Specialised U: Trust of Rubber 
i nit rust u ) June 8, 20,000 | E. D. Money, chair., dir, Bukit r Do West Nominees, £12,700; Lombard St. 
Trusts, Ltd. and Tin 0) Jan 12, 1999 Rubber Sir HN. Barwell, dir. Br. Gen. N $ J. Geiger ; 
Gold Share Trust Fixed Trust, H. M. Graham, dir. Batu Ed. D. £1,000; St fre 
a (Selangor) Rubber; T. A. Newham, Nominees, £1,000. 
dir. Br. Gen. Fixed Trust. 























Britist’ Industrial Apr. 5, 1919 | 200,000 | Sir H. Cassie Holden, Bt., dir. Midland | W. Perriman | Bishopsgate Ni 6,667 pret, 

Corporation, Ltd. {S) jee 2f, 1988 : Bank; Frederick Philpott, dir. 444 ord.; Williams Cabby 73.353 eel” 

be — Secs. ; Hudson ; 333 ord. ; Bk. (Nominees) 
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controls following surance, {4 ; 
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Gold Producers Ist ‘a’ 
Do. aad {8 ) jens 28, 1998 1938 
on Gold Cer- 
a Fixed Trust, Rand Cert Certificates a) Feb. 4 _ As above Do. Br. Imdustrial Corporation, £9,997. 
une 
Gone Uaits Invest- | Group Units (Six is- . 7, 1934 ; i i 
ment Trust, Ltd. |  sues*) b) June 22, 1938 As above Do British Industrial Corporation, £9,998. 
British Keystone | Keystone Flexible ‘a 1935 i ’ 
Securities Trust, | Keystone Certs. ni et 1c i988 As above Do. British, Industrial Corporation, £0,908. 
= by Midland Bk. Bese, = rustee Co, 
Second Keystone Keystone 2nd Certs. Dec., 1935 999 ord. under profit sharing scheme. 
Fixed Trust, Ltd. {s) Pans'a, 1058 |. As above Do. As above 













Aug., 1935 Sempill, dir. Electro Chemical Pro- Grammer | Fortrose Invest. Corpn., £16,667 pref. 
{6} june’27, 1998 | 0, cesses, Ltd.; Sir Alfred Beit, Bt., dir. J (Sec.), 13,333 ord., £360 del; Gena Li 
Rhodesian Rlys.; Sir H. E. Morgan, dir. | G. B. Grenfell £10, pref.; Arundel Trust, 
Smith's Potato Crisps (1929) ; Denys C.F. (Man.) £274 det.; Braganza Syndicate, fl, 
Lowson, trust co. manager ; uess of ord., £94 def. ; t. & English 
Hun dir. Fortrose Investment : Invest., £1,000 ord., £136 def. 


Hon. Strutt, dir. Fortrose Invest- 
Cape. 











(a) Feb. 16, 1934 Maj.-Gen. G. P. dir. Dawnay, Day | F. E. Gwinnell| Da’ Day & Co., £99,998. 
(6) Jan. 3, 1939 &Co.: ;jJ.c. Day, dir dir, Dawnay, Day & Co : ae , - 
‘Sir Cuthbert NE. 


; Col. C a Ponseaiy, di dir. Sisal 
Estates; Lord Stanley of Alderley. 
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= | DomesticiInvestment Trust | 
iderwon (SECOND SERIES) 
zs A Unit Trust based on a 
i well-reasoned investment policy 


TRUSTEE 
MIDLAND BANK EXECUTOR AND TRUSTEE CO. LTD. 


Domestic Investment Trust (Second Series) represents a specific 
investment policy, the Trust Fund being no mere haphazard selection of 


Apeeaax| EB, BE 


investments. 

It is asserted that investment strength may best be found in enter- 
prises whcse business it is to supply the elementary needs of the vast bulk 
of the population of this country and to satisfy their normal desire for 


ps 


simple comforts. 

The companies in which the funds of the Trust are invested are just 
such as these. They have been selected individually for their strength and 
are combined in this Trust to produce an investment of a high class which 
relies for its success upon no transitory fashion of consumption, but upon 


the regular shopping-list of every household. 
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The Trust is managed by 
DOMESTIC TRUST MANAGERS LIMITED 


56-60 Gresham Street, London, E.C.2. 
Telephone: METropolitan 7551 


HULSE 
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DIRECTORS: 

The Rt. Hon. Lord Sempill, A.F.C.,F.R.Ae.S. (Chairman) Denys Lowson (Vice-Chairman) 

The Marquess of Huntly Sir Herbert E. Morgan, K.B.E. Sir Alfred Beit, Bart., M.P. 
The Hon. Charles R. Strutt 
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Fixed Trusts, Ltd Co.; 


me ing RD ox ord. Popham ; F. 
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% ord. 
"30, 810 
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Century 

National Investment 


Group Certs. 
National Gold Shares 
Certs. 


vestment Trust, 
Ltd. 


Secretary 
¥ N and Descriptions of Directors or Shareholders and 


(b) July 5, 1938 10% pret. Johannesburg Consolidated Investment | Smith, A.C.A. Lady F, Valen 


74% pret, Hamilton, dir. Expanded Metal Co.; 


(a) Mar. 7, 1935 eee a | ass eel ni eaten me ieee eile taney ee Rt. Hon. Sir Arthur Griffith-Boscawen, dir. | E. H. Marten- | Roy Nominees, éS.4s 450 pref., £4,650 ord; 
Macquaker, solicitor; | Lt.-Col. ey iit ord.; Lloyds Bank’ (Nom} 
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; P. Garratt; Sir G. C (Sec.) ord. A.C. K. Kennard, asgee 


, £5, Wer ord: Sir Geo. 


£ ord. 
As above Do. Skt Stipa Fixed Trusts, £20, 









Trust; Sir John N. Barran, dir. Barry 
Staines Linoleum ; Earl of Dalhousie, dir. 
of Bank of Scotland (extraordinary) ; Tvon 
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(Man. Di 


Commercial (a) Nov. 20,1933} 21,795 As above Do. National Group of Fixed Trusts, £21,79, 

Universal (b) Mar. 29, 1938 

Do. 2nd Unit 

Deeies a) Mar.15,1934| 20,700 As above Do. National Group of Fixed Trusts, £20,608, 
6) Mar. 29, 1938 

First Protected te) july 31,1935 | 25,000 As above Do. National Group of Fixed Trusts, £22,798, 

Second Protected (b) Oct. 4, 1938 

peal ie 5,000 As above Do. National Group of Fixed Trusts, £4,998, 
(b) Jan. 14, 1939 

Orthodox (a) Feb. 8, 1939 13,000 Hon. J. M. Balfour, dir. Lon. Border & Gen. 


Ivon Oe Parfield Trust, £12,500. 
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Scottish Bank, In- 


Unit Investments, 
Ltd. 
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Bank Insurance and | (a) Dec., 1936 19,500 "Denys Lowson 


Brit. Bank Shares 











Brit. Insurance Shs. barrister; Lord Delamere, dir. Everett, (Sec.) Childs Nominees, £200; Sir K. | 
Four Square Jones & Delamere. Crossley and others, £5,000 pref. 
Trust of Insurance | Trust of Insurance | (a) May 28, 1934 1934 | 200,000 | Rt. Hon. C. A. McCurdy, dir. Equity and G. Faber Equity and Law Investment at Trust, - 
Shares, Ltd. Shares. (6) Dec. 23, 1938 Law Life Assurance; A. E. Messer, dir. | (Man. Dir.) 131,350; G. Faber, £20,293; Baa 
Trust of Bank and Equity & Law Life "Assurance; R. W. J. H. Taylor, | atty, fil, 898; -Allan E. Messer, £7,445. 
Ins. Shares Sharples, dir. Guardian Assurance; J. H. | “C.A. (Sec.). | 
Controls Trust of Bank Shares Batty, dis. Atlas Assurance; Sir B. E. 
Investment Trust Halsey Bircham, dir. Equity and Law 
Units Life Assurance ; G. Faber, dir. of 





vestment Trust 
Units 


if 





Insurance Bank | (0) July 8, 1938 
Trust 
Trans-Atlantic Cana- 
dian 
Do. U.S. 


confirmed during the past twelve months. Compared with 
December, 1935, the Financial News and Actuaries’ 
indices each showed a fall of rather over 26 per cent. on 
May 2, 1939. The closed fixed trusts declined during the 
same period by 224 per cent., but the open fixed trusts 
were 33.4 per cent. below their end-1935 level at that date, 
and have shown a distinctly steep fall since the end of last 
year, compared with the general market trend. This dif- 
ference of behaviour may well be due, in part, to the fact 
that the majority of the twenty-two trusts included in the 
open fixed trust index were formed in the latter half of 
1935 itself, after three and a half years of almost uninter- 
rupted market recovery. In the course of the next twelve 
months prices were carried to peak levels, but within little 
over eighteen months the market had broken through end- 
1935 levels, and it has been falling ever since. Hence it 
follows that a fixed portfolio originally based on the topical 
—and, presumably, generously valued—favourites of the 
second half of 1935 is likely to reflect the subsequent 
fall more extensively than more mature portfolios which 


Fixep Trusts’ Price INDICES 
(December 1935 = 100) 
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Comey, dir, Williams Descons Bank; £ 8 pret £100 or; Bac of Bane 
Shares b) Ma 25, 1938 . y, ams s Ban Johnstone S418 Pre ar 
oo eee ww is Brig.-Gen, the Hon. A. V. Russell, dir. (Gen. Man.) killen an Beevor, £5,000 pref.; 


Sun Life Assurance; E. G. Underwood, |S.A.G. Burden| Sir K. L.  Crcasley, £2,000 peat £100 ord.; 


rus’ Scottish Bank, Insurance and Trust Shares. 
Scottish Bank, In- | (a) Nov. 27, 1936 25,000 Rt. Hon. Chas. 

surance and In- | (b) Dec. 7, 1938 Colquhoun; J 
7 Bircham; Geo. Faber; Allan E. (Sec.) 


British and Dominion} (a) “(a) July 8, 1938 1938 | 5,000 | Brig.-Gen. E. L. Spears, dir. Assoc. Pere. R. W. Tilley” G.A. F. Tyler, £4, 1500; RW. Tilley, £500. 
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A. McCurdy; Sir lan W.F.G. Trust of Insurance Shares, Ltd., £24,994. 
H. Batty; Sir B. E. | Normand, C.A. 
















may have been set up anything up to two years earlier. 
When we turn to compare the behaviour of flexible trust 
prices with the market averages, there appears to be some 
support to the managers’ contention that a flexible port- 
folio provides better opportunity for conservation of capital 
than a fixed portfolio. Yet the flexible trust index must 
be interpreted with a certain caution, for its constituents are 
significantly weighted by bank, insurance and investment 
trust share units, whose fluctuations are appreciably smaller 
and whose importance in the index is appreciably larger 
than certain lower priced flexible units composed of com- 
modity and speculative industrial shares. The superiority 
of the flexible trust index over market averages, however, 
has noticeably declined since last September, when, like the 
fixed trust indices, it was particularly marked. 

Conclusions on the basis of these index numbers must 
inevitably be qualified. Broadly, however, they establish 
that unit prices did not touch the market “highs,” but 
except for open fixed trusts, they have not fallen quite 
so fast as equity shares in general. 






FLEXIBLE Trust Price INDICES 
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THESE SECURITIES PROVIDE 


a safe and 
remunerative 
investment 


BANK INSURANCE AND FINANCIAL 
SHARES TRUST (Second Series) covers 
over 100 of the strongest British 
financial institutions ; Home Banks, 
Insurance Companies and Invest- 
ment Trusts. Offers high degree of 
capital safety, prospects of capital 
appreciation and a present yield of 
approximately 5% p.a. TRUSTEE: 
MARTIN’S BANK LTD. 


BRITISH BANK SHARES TRUST covers 
the fully and partly paid shares of 40 
British Banks, home and overseas, 
without personal liability to the 
Unit holder. Offers high degree of 
capital stability, great strength of 
reserves and a regular and steady 
income. Present yield approximately 
44% p.a. TRUSTEE: WILLIAMS 


-DBACON’S BANK LTD. 


PROVED SECURITIES 
TRUSTS 


BRITISH INSURANCE SHARES TRUST 
covers the fully and partly paid shares 
of 40 British Insurance Companies 
without personal liability to the Unit 
holder. Offers prospect of substan- 
tial capital appreciation, and steadily 
increasing income with present ap- 
proximate yield of 3§% p.a. 
TRUSTEE: MIDLAND BANK EXECUTOR 
& TRUSTEE CO., LTD. 


THE FOUR-SQUARE TRUST Offers all 
investors for the first time a balanced 
investment in four categories: (a) 
gilt-edged securities, (b) debentures 
and preference shares, (c) high-grade 
‘equities’ and (d) ‘prospect’ securities. 
Possesses a high degree of safety and 
probability of capital appreciation. 
Estimated yield approximately 5}% 
p.a. TRUSTEE: MARTIN’S BANK LTD. 


PROVED SECURITIES LIMITED 
42-45 New Broad Street, London, E.C.2. National 4121 
Liverpool Office: India Buildings, Water Street. 


DIRECTORS: Denys Lowson, Sir Kenneth Crossley, Bart., The Lord Delamere, The Hon. C. R. Strutt 
The Hon. A. V. F. V. Russell, C.M.G., Eric Gordon Underwood. 


GEN. MANAGER: N. A. P. Johnstone 


SECRETARY: S. A. G. Burden 


AUDITORS: Price, Waterhouse & Co. 
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THE ‘BANK;INSURANCE’ GROUP 


O 
_ TRUSTS 
Invested Funds exceed £12,000,000. 


INSURANCE-UNITS 
31 British insurance companies. 
Approx. yield 33%. Price 19/6. 


BANK-UNITS 
40 British banks. 
Approx. yield 44%. Price 17/-. 
BANK-INSURANCE UNITS 
52 British banks and insurance companies. 
Approx. yield 4%. Price 17/9. 


CORNHILL 4% DEBENTURE UNITS 
Redeemable in 1952. Guaranteed as to pay- 
ment of interest, repayment of capital and 
redemption premium by Equity & Law Life 
Assurance Society. Flat yield £3.15.3%. 

Price 21/3. 


CORNHILL DEFERRED UNITS 
Designed to give about twice the normal 
capital appreciation of a simple investment 
in insurance shares. Approximate initial 

yield 33%. Price 11/9. 


INVESTMENT-TRUST-UNITS 
72 British investment trust companies. 
Approx. yield 53%. Price 12/9. 


SCOTTISH BANK-INSURANCE 
& I.T. UNITS (“ Scotbits”’) 
44 Scottish banks, insurance companies 
and Scottish investment trust companies. 
Yield over 44%. Price 14/3. 


ores 


MANAGERS 


TRUST OF INSURANCE SHARES LTD 
Chairman : The Right Hon. C. A. McCurdy, K.C. 
Managing Director : George Faber, O.B.E., M.C. 


30 CORNHILL ° E.C.3 
& at 5 St. Andrew Sq., Edinburgh 
Unit holders are free from personal liability in respect of uncalled capital. 
both and he M , who also 
Commissions on var cuninomaes canes pay 
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